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MINISTRY OF LAW AND JUSTICE 
(Legislative Department) 

New Delhi, the 27th January, WSfUMagha 7, 1009 (Saka) 

The following Act of Parliament received the assent of the President 
on the 34th January, 1988, and is hereby published for general Informa¬ 
tion;— 

THE DIRECT TAX LAWS (AMENDMENT) ACT, 1987 

No. 4 of 1988 

[24th January, 1988 .] 

An Act further to amend the Income-tax Act, 1961, the Wealth-tax 
Act, 1957, the Gift-tax Act, 1958 and the Companies (Profits) 
Surtax Act, 1964. 

Be it enacted by Parliament in the Thirty-eighth Year of the Republic 
of India as follows:— , 

CHAPTER I 

Preuminaby 

1. (1) This Act may be called the Direct Tax Laws (Amendment) 
Act, 1987. 

(2) Save as otherwise provided in this Act, it shall come into force 
on the 1st day of April, 1989 and any reference to the commencement 
of this Act in any provision of this Act shall be construed as a reference 
to the commencement of that provision. 


( 1 ) 



Substitu¬ 
tion of 
now au¬ 
thorities. 


Amend¬ 
ment of 
section 2, 
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CHAPTER II 

Amendments to the Income-tax Act, 1961 

2. In the Income-tax Act, 1961 (hereafter in this Chapter referred to 
as the Income-tax Act), save as otherwise expressly provided in this 
Act, and unless the context otherwise requires, the references to any 
authority specified in column (1) of the Table below shall be substi¬ 
tuted with effect from the 1st day of April, 1988 by the references to the 
authority or authorities specified in the corresponding entry in column 
(2) of the said Table and such consequential changes as thie rules of 
grammar may require shall also be made: 

Table 


(1) 

(2) 

Director of Inspection 

Director General or Director 

Deputy Director of Inspection 

Deputy Director 

Assistant Director of 

Assistant Director 

Inspection 

Commissioner t 

Chief Commissioner or 
Commissioner 

Inspecting Assistant 

Deputy Commissioner 

Commissioner 

Appellate Assistant 

Deputy Commissioner 

Commissioner 

(Appeals) 

Income-tax Officer 

Assessing Officer: 


Provided that nothing contained in this section shall apply to the 
references to “Commissioner” occurring in sections 245D, 258, 256, 263 
and 264. 


(3) In section 2 of the Income-tax Act,— 

(a) clauses (1) and ( 1A ) shall be renumbered as clauses 
(1A) and (IB) respectively, and before clause (1 A) as so renumber- 
ed, the following clause shall be inserted, namely:— 

‘(1) “advance tax” means the advance tax payable in ac¬ 
cordance with the provisions of Chapter XVH-C;'; 

(b) after clause (7),. the following clause shall be inserted' with 
effect from the 1st day of April, 1988, namely: — 

1 (7A) “Assessing Officer” means the Assistant Commissioner 
or the Income-tax Officer who is vested with the relevant juris¬ 
diction by virtue of directions or orders issued under sub-section 
(1) or sub-section (2) of section 120 or any other provision of 
this Act, and the Deputy Commissioner who is directed 
under clause (b) of sub-section ( 4 ) of that section to exercise 
or perform all or any of the powers and functions conferred on, 
or assigned to, an Assessing Officer under this Act;’, 


43 of 1901, 
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(c) alter clause (9), the following clause shall be inserted with 
effect from the 1st day of April, 1988, namely: — 

‘ (9A) “Assistant Commissioner” means a person appointed to 
be an Assistant Commissioner of Income-tax under sub-section 
(1) of section 117;’; 

(d) clause (ISA) shall be renumbered as clause (15B), and 
before clause ( 15B) as so renumbered, the following clause shall be 
inserted with effect from the 1st day of April, 1988, namely:— 

‘(15A) “Chief Commissioner” means a person appointed to 
be a Chief Commissioner of Income-tax under sub-section (1) 
of section 117;’; 

(e) in clause (16), the words “, and includes a person appointed 
to be an Additional Commissioner of Income-tax under that sub¬ 
section” shall be omitted with effect from the 1st day of April, 1988; 

( f) after clause (19), the following clauses shall be inserted 
with effect from the 1st day of April, 1988, namely: — 

‘(19A) “Deputy Commissioner” means a person appointed 
to be a Deputy Commissioner of Income-tax under sub-section 
(1) of section 117;’ 

(19B) “Deputy Commissioner (Appeals)" means a person 
appointed to be a Deputy Commissioner of Income-tax (Appeals) 
under sub-section (1) of section 117;’; 

(g) for clause (21), the following clause shall be substituted 
with effect from the 1st day of April, 1988, namely: — 

‘ (21) “Director General or Director’’ means a person appointed 
to be a Director General of Income-tax or, as the case may be, 
a Director of Income-tax, under sub-section (1) of section 117, 
and includes a person appointed under that sub-section to be a 
Deputy Director of Income-tax or an Assistant Director of 
Income-tax;’; 

(h) clause (22A) shall be renumbered as clause (22B), and 
before clause (22B) as so renumbered, the following clause shall be 
inserted, namely: — 

‘(22A) “domestic company” means an Indian company, or 
any other company which, in respect of its income liable to tax 
under this Act, has made the prescribed arrangements for the 
declaration and payment, within India, of the dividends (includ¬ 
ing dividends on preference shares) payable out of such income;’; 

(i) after clause (23), the following clause shall be inserted, 
namely:— 

*(23A) "foreign company” means a company which is not a 
domestic company;’; 

(j) in clause (24 ), in sub-clause (iia) t for the words ", not being 
contributions made with a specific direction that they shall form part 
of the corpus of the trust or institution", Ihe words, brackets, letters 
and figures "or by a trust or institution of national importance 
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referred to in clause (d) of sub-section (1) of section 80F” shall be 
substituted; 

(k) for clause (25), the following clause shall be substituted 
with effect from the 1st day of April, 1988, namely: — 

4 (25) “Income-tax Officer” means a person appointed to be an 
Income-tax Officer under sub-section (1) of section 117;’; 

(l) clause (27) shall be omitted with effect from the 1st day of 

April, 1988; 

(m) in clause (28), for the word, brackets and figure “sub-sec¬ 
tion (2)", the word, brackets and figure “sub-section (2)" shall be 
substituted with effect from the 1st day of April, 1988; 

(n) after clause (29B) [as inserted by clause (c) of section 3 
of the Finance Act, 1987], the following clause shall be inserted, 
namely:— 

'( 29C ) “maximum marginal rate” means the rate of income- 
tax (including surcharge on income-tax, if any) applicable in 
relation to the highest slab of income in the case of an individual 
as specified in the Finance Act of the relevant year;’; 

(o) in clause (37A)— 

(i) in sub-clause (i) ,— 

(1) the words, brackets, figures and letter “or sub¬ 
section (9) of section 80E from any payment referred to 
therein’’ shall be omitted; 

(2) for the words, figures and letter “section 115B or 
section 164”, at both the places where they occur, the words, 
figures and letters “section 115B or section 115BB or section 
115E or section 164 or section 164A or section 167A” shall be 
substituted with effect from the 1st day of April, 1988; 

(3) after the words, figures and letter “or section 167A”, 
at both the places where they occur, the words, figures and 
letter “or section 167B” shall be inserted; 

(4) for the words, figures and letter “section 115B or, as 
the case may be, section 164”, the words, figures and letters 
“section 115B or section 115BB or section 115E or section 
164 or section 164A or section 167A, as the case may be,” 
shall be substituted with effect from the 1st day of April, 
1988; 

(5) after the word, figures and letter “section 167A”, in 
the third place where they occur, the words, figures and 
letter “or section 167B” shall be inserted; 

(ii) in sub-clause (ii), for the figures,, letter and word “194D 
and 195”, the figures, letters and word “194D, 194E and 195” shall 
be substituted with effect from the 1st day of April, 1988; 

(p) clause (39) shall he omitted; 

(q) clause (43B) shall be omitted; 


11 of 1987. 
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(r) for clause (44), the following clause shall be substituted, 
namely: — 

‘(44) “Tax Recovery Officer” means any Income-tax Officer 
who may be authorised by the Chief Commissioner or Com¬ 
missioner, by general or special order in writing, to exercise 
the powers of a Tax Recovery Officer;’; 

(s) clause (48) shall be omitted. 

4. For section 3 of the Income-tax Act, the following section shall be 
substituted, namely:— 


‘3, (1) Save as otherwise provided in this section, “previous year” 
for the purposes of this Act, means the financial year imme¬ 
diately preceding the assessment year: 

Provided that, in the case of a business or profession newly set 
up, or a source of income newly coming into existence, in the said 
financial year, the previous year shall be the period beginning with 
the date of setting up of the business or profession or, as the case 
may be, the date on which the source of income newly comes into 
existence and ending with the said financial year. 

(2) “Previous year”, in relation to the assessment year commenc¬ 
ing on the 1st day of April, 1989, means the period which begins with 
the date immediately following the last day of the previous year 
relevant to the assessment year commencing on the 1st day of April, 
1988 and ends on the 31st day of March, 1989: 

Provided that where the assessee has adopted more than one 
period as the “previous year” in relation to the assessment year 
commencing on the 1st day of April, 1988 for different sources of his 
income, the previous year in relation to the assessment year commenc¬ 
ing on the 1st day of AprR 1989 shall be reckoned separately in the 
manner aforesaid in respect of each such source of income, and the 
longer or the longest of the periods so reckoned shall be the previous 
year for the said assessment year. 

(3) Where the previous year in relation to the assessment year 
commencing on the 1st day of April, 1989, referred to in sub-section 
(2) exceeds a period of twelve months, the provisions of this Act shall 
apply subject to the modifications specified in the rules in the Tenth 
Schedule.’. 

5. In section 4 of the Income-tax Act, in sub-section (I),— 

(a) for the words “subject to the provisions of, this Act”, the 
words and brackets “subject to the provisions (including provisions 
for the levy of additional income-tax) of, this Act” shall be substituted; 

(b) the words “or previous years, as the case may be,” shall be 
omitted. 


Substitu¬ 
tion of 
new sec¬ 
tion for 
section 3. 

“Previous 
year” de¬ 
fined. 


Amend¬ 
ment of 
section 4. 
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Amend¬ 
ment o£ 
lection 10. 


6. In section 10 of the Income-tax Act,— 

(a) after clause (2), the following clause shall be inserted, 
namely: — 

“ ( 2A ) in the case of a person being a partner of a firm which 
is assessed as such, his share in the total income of the firm. 

Explanation. —For the purposes of this clause, the share of a 
partner in the total income of a firm assessed as such shall, not¬ 
withstanding anything contained in any other law, be an amount 
which bears to the total income of the firm the same proportion as 
the amount of his share in the profits of the firm in accordance 
with the partnership deed bears to such profits;”; 

(b) for clauses (4) and (4A), the following clause shall be sub¬ 
stituted, namely: — 

“ (4) (i) in the case of a non-resident, any income by way of 
interest on such securities or bonds as the Central Government 
may, by notification in the Official Gazette, specify in this behalf, 
including income by way of premium on the redemption of such 
bonds; 

(ii) in the case of an individual, who is a person resident 
outside India as defined in clause (q) of section 2 of the Foreign 
Exchange Regulation Act, 1973, any income by way of interest 46 of 1973. 
on moneys standing to his credit in a Non-Resident (External) 

Account in any bank in India in accordance with the said Act 
and the rules made thereunder;”; 

(c) for clause (5), the following clause shall be substituted, 
namely: — 

1 (5) subject to such conditions as the Central Government 
may prescribe (including conditions as to number of journeys 
and the amount which shall be exempt per head) in the case of 
an individual, the valu e of any travel concession or assistance 
received by or due to him,— 

(a) from his employer for himself and his family, in 
connection with his proceeding on leave to any place in India; 

( b ) from his employer or former employer for himself 
and his family, in connection with his proceeding to any 
place in India after retirement from service or after the ter¬ 
mination of his service: 

Provided that the amount exempt under sub-clause (a) or 
sub-clause (b) shall not, except in such cases and under such 
circumstances as may be prescribed having regard to the travel 
concession or assistance granted to the employees of the Central 
Government, exceed the value of the travel concession or assis¬ 
tance which would have been received by or due to the individual 
in connection with his proceeding to any place in India on leave 
or, as the case may be, after retirement from service or after 
the termination of his service: 
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Provided further that the amount exempt under this clause 
shall in no case exceed the amount of expenses actually incurred 
for the purpose of such travel. 

Explanation.—For the purposes of this clause, “family’', in 
relation to an individual, means— 

(i) the spouse and children of the individual; and 

(ii) the parents, brothers and sisters of the individual or 

any of them, wholly or mainly dependent on the individual.’; 

(d) in clause (10),— 

(i) in sub-clause (Hi), for the words “calculated on the basis 

of the average salary for the three years immediately preceding 
the year in which the gratuity is paid, subject to a maximum 
of thirty-six thousand rupees or twenty months’ salary so cal¬ 
culated, whichever is less”, the words “calculated on the basis 
of the average salary for the ten months immediately preceding 
the month In which any such event occurs, subject to such limit 
as the Central Government may, by notification in the Official 
Gazette, specify in this behalf having regard to the limit appli¬ 
cable in this behalf to the employees of that Government” shall 
be substituted; > 

(ii) in the first and second provisos, for the words "shall 
not exceed thirty-six thousand rupees”, the words “shall not ex¬ 
ceed the limit so specified” shall be substituted; 

(iii) the third and fourth provisos shall be omitted; 

(in) in the Explanation, for the words “In this clause”, the 
words, brackets, figures and letters “In this clause, and in clause 
(IMA)” shall be substituted; 

(e) in clause ( 10A ), the proviso shall be omitted; 

(/) in clause (IMA), in sub-clause (n),— 

(i) for the words “six months”, the words “eight months” 
shall be substituted and shall be deemed to have been substituted 
with effect from the 1st day of July, 1986; 

(ii) for the words “or thirty thousand rupees, whichever is 
less”, the words “subject to such limit as the Central Govern¬ 
ment may, by notification in the Official Gazette, specify in this 
behalf having regard to the limit applicable in this behalf to the 
employees of that Government” shall be substituted and shall be 
deemed to have been substituted with effect from the 1st day of 
July, 1986; 

(iii) in the first and second provisos, for the words “shall not 
exceed thirty thousand rupees”, the words “shall not exceed the 
limit so specified” shall be substituted and shall be deemed to 
have been substituted with effect from the 1st day of July, 1986; 

(w) the third and fourth provisos shall be omitted and shall 
be deemed to have been omitted with effect from the 1st day of 

July, 1986; 
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(v) in the Explanation , the brackets and figure “(i)”, and 
clause (U) shall be omitted and shall be deemed to have been 
omitted with effect from the 1st day of July, 1986. 

( g ) in clause (10B) , in the first proviso, for clause (ii), the follow¬ 
ing clause shall be substituted, namely: — 

“ (ii) such amount, not being less than fifty thousand rupees, 
as the Central Government may, by notification in the Official 
Gazette, specify in this behalf,”; 

( h ) for clause (14), the following clause shall be substituted, 
namely: — 

*' (14) (i) any such special allowance or benefit, not being in 
the nature of a perquisite within the meaning of clause (2) of 
section 17, specifically granted to meet expenses wholly, neces¬ 
sarily and exclusively incurred in the performance of the duties 
of an office or employment of profit, as the Central Government 
may, by notification in the Official Gazette, specify, to the extent 
to which such expenses are actually incurred for that purpose; 

i (li) any such allowance granted to the assessee either to 
meet his personal expenses at the place where the duties of his 
office or employment of profit are ordinarily performed by him 
or at the place where he ordinarily resides, or to compensate 
him for the increased cost of living, as the Central Government 
may, by notification in the Official Gazette, specify, to the extent 
specified in the notification;’'; 

(i) in clause (15), for sub-clauses (i), (ia), (ib), (ii) and (iio), 
the following sub-clause shall be substituted, namely: — 

“(i) income by way of interest, premium on redemption or 
other payment on such securities, bonds, annuity certificate*, 
savings certificates, other certificates issued by the Central Gov¬ 
ernment and deposits as the Central Government may, by noti¬ 
fication in the Official Gazette, specify in this behalf, subject to 
such conditions and limits as may be specified in the said noti¬ 
fication;’'; 

(j) for clauses (17 A), ( 17B ) and (28), the following clause 
shall be substituted, namely: — 

“(17 A) any payment made, whether in cash or in kind,— 

(i) in pursuance of any award instituted in the public 
interest by the Central Government or any State Govern¬ 
ment or instituted by any other body and approved by the 
Central Government in this behalf; or 

(ii) as a reward by the Central Government or any 
State Government for such purposes as may be approved 
by the Central Government in this behalf in the public 
interest;”; 

(k) clauses (21) and (23) shall be omitted; 

(l) in clause (23C),— 
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4* of 191*. 

1 of 195*. 


(i) in sub-clause (iii), the word “or" occurring at the end 
shall be omitted; 

(ii) sub-clauses (it?) and («) and the proviso shall be omitted; 

(m) after clause ( 23C ), the following clause shall be inserted 
with effect from the 1st day of April, 1988, namely: — 

1 ( 23D ) any income from such Mutual Fund set up by a public 
sector bank or a public financial institution and subject to such 
conditions, including the condition that at least ninety per cent, 
of the income from the Mutual Fund shall be distributed to the 
unit holders every year, as the Central Government may, by 
notification in the Official Gazette, specify in this behalf. 

Explanation. —For the purposes of this clause,— 

(a) the expression “public sector bank” means the State 
Bank of India constituted under the State Bank of India Act, 
1955, a subsidiary bank as defined in the State Bank of India 
(Subsidiary Banks) Act, 1959, a corresponding new bank 
constituted under section 3 of the Banking Companies 
(Acquisition and Transfer of Undertakings) Act, 1970, or 
under section 3 of the Banking Companies (Acquisition 
and Transfer of Undertakings) Act, 1980; 

(b) the expression “public financial institution” shall 

hkve the meaning assigned to it in section 4A of the Com¬ 
panies Act, 1958.’. | 

7. Sections 11, 12, 12A and 13 of the Income-tax Act shall be omitted. 


8- In section 15 of the Income-tax Act, the Explanation shall be num¬ 
bered as Explanation 1, and after Explanation 1 as so numbered, the fol¬ 
lowing Explanation shall be inserted, namely:— 

‘Explanation 2. —Any salary, bonus, commission or remuneration, 
by whatever name called, due to, or received by, a partner of a firm 
from the firm shall not be regarded as “salary” for the purposes of this 
section.’. 

9. In section 28 of the Income-tax Act,— 

(a) after clause (iu), the following clause shall be inserted, 
namely: — 

“ (v) any interest, salary, bonus, commission or remunera¬ 
tion, by whatever name called, due to, or received by, a partner 
of a firm from such firm.”; i 

(b) Explanation 1 shall be omitted. 

10. Sections 35, 35B, 35C, 35CC, 35CCA and 35CCB of the Income^ 
tax Act shall be omitted. 


Omission 
of sections 
H, 12, 12A 
and 13. 
Amend¬ 
ment of 
section 15. 


Amend¬ 
ment of 
section 28. 


Omi3sicm 
of section# 
35, 36B, 
35C. 35CC, 

35CCA and 
35CCB. 
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Amend¬ 
ment of 
section 36. 


11. In section 36 of the Income-tax Act,— 

(a) in sub-section (1),— 

(i) in clause (ii), the provisos shall be omitted; 

(ii) in clause (vu), in the opening portion, for the words 
“any debt or part thereof which is established to have become 
a bad debt in the previous year”, the words “any bad debt or 
part thereof which is written off as irrecoverable in the 
accounts of the assesses for the previous year” shall be 
substituted; 

(Hi) in clause ( viia ), in the Explanation for clause (ii), the 
following clause shall be substituted, namely: — 

‘(h) “scheduled bank' 1 means the State Bank of India 
constituted under the State Bank of India Act, 1955, a sub¬ 
sidiary bank as defined in the State Bank of India (Subsi¬ 
diary Banks) Act, 1959, a corresponding new bank consti¬ 
tuted under section 3 of the Banking Companies (Acquisition 
and Transfer of Undertakings) Act, 1970, or under section 3 
of the Banking Companies (Acquisition and Transfer of 
Undertakings) Act, 1980, or any other bank being a bank 
included in the Second Schedule to thje Reserve Bank of 
India Act, 1934, but does not include a co-operative bank;’; 

(b) in sub-section (2),— 

(i) for clause (i), the following clause shall be substituted, 
namely: — 

“(i) no such deduction shall be allowed unless such 
debt or part thereof has been taken into account in comput¬ 
ing the income of the assessee of the previous year in which 
the amount of such debt or part thereof is written off or of 
an earlier previous year, or represents money lent In the 
ordinary course of the business of banking or money-lending 
which is carried on by the assessee;”; 

(ii) in clause (Hi), after the words “earlier previous year”, 
the brackets, words, figures and letters “(being a previous year 
relevant to the assessment year commencing on the 1st day of 
April, 1988, or any earlier assessment year)” shall be inserted; 

(Hi) in clause (iv ), after the words “accounts of the previ¬ 
ous year”, the brackets, words, figures and letters “(being a 
previous year relevant to the assessment year commencing on 
the 1st day of April, 1968, or any earlier assessment year)” 
shall be inserted. 


Omiwionof 12- Section 39 of the Income-tax Act shall be omitted, 
section 39. 

Amend- 12. In section 40 of the Income-tax Act,— 

ment of 

section 40. (i) in tire opening portion, for the words and figures “section* 

30 to 36”, the words and figures “sections 30 to 38” shall be 

substituted; 


23 of 1955. 
38 of 1959. 
6 of 1970. 
40 of 1980. 
2 of 1934. 
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(ii) for clause (b), the following clauses shall be substituted, 
namely: — 

‘(b) in the case of any firm assessable as such,— 

. (i) any payment of salary, bonus, commission or remu¬ 
neration, by whatever name called (hereinafter referred to 
as remuneration) to any partner who is not a whole-time 
working partner; or 

(ii) any payment of remuneration to any partner who Is 
a whole-lime working partner, or of interest to any partner, 
which, in either case, is mil, nnfh;:ri'-el by, or is not in accord¬ 
ance with, the terms of the partnership deed; or 

(Hi) any payment of remuneration to any partner who is 
a whole-time working partner, or of interest to any partner, 
which, in either case is authorised by, and is in accordance 
with, the terms of the partnership deed, but which relates 
to any period (falling prior to the date of such partnership 
deed) for which such payment was not authorised by, or is 
not in accordance with, any earlier partnership deed, so, how¬ 
ever, that the period of authorisation for such payment by 
any earlier partnership deed does not cover any period prior 
to the date of such earlier partnership deed; or 

(iv) any payment of interest to any partner which is 
authorised by, and is in accordance with, the terms of the 
partnership deed and relates to any period falling after the 
date of such partnership deed in so far as such amount 
exceeds the amount calculated at such rate of Interest as may 
be prescribed having regard to the maximum rate of interest 
payable by a scheduled bank on its deposits; or 


(«) any payment of remuneration to any partner who 
Is a whole-time working partner, which is authorised by, and 
is In accordance with, the terms of the partnership deed and 
relates to any period falling after the date of such partner¬ 
ship deed in so far as the amount of such payment to all the 
partners during the previous year exceeds the aggregate 
amount computed as hereunder: — 


(1) in case of a firm carrying on a profession refer¬ 
red to in section ^4 A A -"hioh is notified for the purpose 
of that section,— 


(a) on the first Rs. 50,000 
of the hoolr-proflt 


at the rate of 90 
per cent.; 


(b) on the next Rs 50 000 
of the book-profit 


at the rate of 65 
per cent.; 


(c) on the balance 
of the book-profit. 


at the rate of 40 
nor cent.; 


(2) in the case of any other firm — 


fa) on the first Rs. 50,000 
of the book-profit 


at the rate of 75 

p°r cent; 
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(b) on the next Rs. 60,000 at the rate of 60 

of the book-profit per cent.; 

(c) on the balance at the rate of 25 

of the book-profit per cent. 

Explanation 1.—In this clause,— 

(a) “whole-time working partner” means a partner of 
the firm who is in receipt of any remuneration from the firm 
for services rendered to that firm and who is not in receipt 
of any similar remuneration from any other person; 

(b) “book-profit” means the profit which would have 
been computed in accordance with the provisions of Parts II 
and III of the Sixth Schedule to the Companies Act, 1950 if 
those provisions had been applicable to a firm and before 
making any deduction of any loss brought forward or any 
unabsorbed depreciation allowance or any other allowance 
or deduction brought forward from any earlier previous year 
and without making any deduction under section 32 AB or 
section 33AB or under Chapter VI-A as increased by the 
following amounts if they have been taken into account in 
arriving at such profits— i 

(1) the aggregate amount of the remuneration and 

the interest to all the partners of the firm; 

(2) income-tax; 

(3) reserves or provisions of any kind; 

(4) depreciation; 

and as reduced by the deureHatinn comnuted In accordance 
with the provisions of sub-section (II of section 32 and the 
aggregate amount of interest allowed to all the partners of 
the firm under this clause; 

(c) “scheduled bank” shall have the same meaning is 
assigned to it In the Explanation to clause (vva) of sub¬ 
section (1) of section 36. 

Explanation 2.-—Where an individual is a partner in a firm 
on behalf, or for the benefit, of anv other person (such partner 
and the other person being hereinafter referred to as “partner 
In a representative capacity” and "person so represented”, 
respectively),— 

(i) interest paid by the firm to such individual otherwise 
than as partner in a representative capacity, shall not be 
taken into account for the purposes of this clause; 

(if) interest paid bv the firm to such individual as 
partner in a representative capacity and interest raid by the 
firm to the person so represented shall be tak>m into account 
for the purposes of this clause, 


1 of 195©. 





THE 6AW8TTK #F IN Of A BXTRAOfUMNAKY 


13 


21 «f 1860. 


Sxc. 1] 


Explanation 3.—Where an individual is a partner in a firm 
otherwise than as partner in a representative capacity, interest 
paid by the firm to such individual shall not be taken into 
account for the purposes of this clause, if such interest is 
received by him on behalf, or for the benefit, of any other 
person; 

( ba ) in the case of an association of persons or body of 
individuals [other than a company or a co-operative society or a 
society registered under the Societies Registration Act, 1860 or 
under any law corresponding to that Act in force in any part of 
India], any payment of interest, salary, bonus, commission or 
remuneration, by whatever name called, made by such association 
or body to a member of such association or body. 

Explanation 1.—Where interest is paid by an association or 
body to any member thereof who has also paid interest to the 
association or body, the amount of interest to be disallowed 
under this clause .shall be limited to the amount by which the 
payment of interest by the association or body to the member 
exceeds the payment of interest by the member to the associa¬ 
tion or body. 

Explanation 2 .—Where an individual is a member of an 
association or body on behalf, or for the benefit, of any other 
person (such member and the other person being hereinafter 
referred to as "member in a representative capacity” and "per¬ 
son so represented”, respectively),— 

(i) interest paid by the association or body to such 
individual or by such individual to the association or body 
otherwise than as member in a representative capacity, 
shall not be taken into account for the purpose* of this 
clause; 1 

(tt) interest paid by the association or body to such 
individual or by such individual to the association or body 
as member in a representative capacity and interest paid by 
the association or body to the person so represented or by 
the person so represented to the association or body, shall 
be taken into account for the purposes of this clause. 

Explanation 3 ,—Where an individual is a member of an 
association or body otherwise than as member in a represen¬ 
tative capacity, interest paid by the association or body to such 
individual shall not be taken into account for the purposes of 
this clause, if such interest is received by him on behalf, or for 
the benefit, of any other person;’; 

(iii'i clause (c) shall be omitted. 

14. In section 40A of the Income-tax Act,— 

(a) in sub-section (3), for the words "two thousand five 
hundred rupees”, wherever they occur, the words "ten thousand 
rupees” shall he substituted; 

(h) sub-sections (5) and (6) shall be omitted- 
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15- In section 4313 of the Income-tax Act,— 

(a) in clause (b) , the word "or” shall be inserted at the end; 

(b) after clause (b), the following clause shall be inserted, 

namely:— 1 

“ (c) any sum referred to in clause (ii) of sub-section (1) of 
section 36,’’; 

(c) in the first proviso (as inserted by section 10 of the Finance 
Act, 1987), after the word, brackets and letter "clause (a) ”, the 
words, brackets and letter "or clause (c)’’ shall be inserted; 

(d) the Explanation shall he numbered as Explanation 1, and 
after Explanation 1 as so numbered, the following Explanation 
shall he inserted, namely:— 

“Explanation 2.—For the removal of doubts it is hereby 
declared that where a deduction in respect of any sum referred 
to in clause (c) of this section Is allowed in computing the 
Income referred to in section 28 of the previous year (being a 
previous year relevant to the assessment year commencing on 
the 1st day of April, 1988, or any earlier assessment year) in 
which the liability to pay such sum was incurred by the 
assessee, the assessee shall not be entitled to any deduction 
under this section in respect of such sum in computing the 
income of the previous year in which the sum is actually paid 
by him.”. 1 

16. After section 54 of the Income-tax Act, the following section shall 
be inserted, namely:— " ! 


'54A. (1) Where the capital gain arises from the transfer of a 
long term capital asset, being property specified in sub-section (2) 
(the caniHl asset so transferred being hereafter in this section 
referred to as the original asset), and the assessee has, during the 
previous year in which the transfer took place or within a period 
of si->c months after the close of such previous year, acquired an¬ 
other capital asset (such asset being hereafter in this section 
referred to ns t>= new asset), to be held for the same purposes as 
those f-r which the original asset was held, then, the capital gain 
arising from the transfer shall be dealt with in accordance with the 
following nrovisions, that is to say,— 

(a) if the cost of the new asset is not less than the net 
consideration in respect of the original asset, the whole of such 
capital wnn shall not be charged under section 45; 

Cb) If the cost of the new asset is less than the net consi¬ 
deration In respect of the original asset, so much of the capital 
gain as bean?, to the whole of the capital gain the same pro¬ 
portion as the cost of acquisition of the new asset bears to the 
net consideration shall not he charged under section 45: 
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Provided that In a case where the transfer ot the original 
asset is by way of compulsory acquisition under any law and the 
full amount of compensation awarded for such acquisition is not 
received by the assessee on the date of such transfer but is 
received after the expiry of the previous year, the period of six 
months referred to in this section shall, in relation to so much of 
such compensation as is not received before such expiry, be reckon¬ 
ed from the date immediately following the date on which such 
compensation is received by the assessee. 

(2) The property referred to in sub-section (1) shall be the 
following, namely: — 

(a) property held under trust wholly for charitable or 
religious purposes in India or by an institution established 
wholly for such purposes in India; 

( b ) property held under trust in part only for charitable or 
religious purposes in India, the trust having been created be¬ 
fore the commencement of this Act; 

(c) property held under a trust created on or after the 1st 
day of April, 1952, or by an institution estabiisned. on or after 
that date, for a charitable purpose which is for the oenefit of 
citizens of India abroad or which tends to promote international 
welfare in which India is interested; 

(cl) property held by a trust or institution of national im¬ 
portance referred to in clause (d) of sub-section (1) of section 
80 F. 

(3) In the case of a capital asset being property falling under 
clause (b) of sub-section (2), the provisions of sub-section (1) shall 
apply only to that fraction of the capital gain arising from the 
transfer of such capital asset which represents the extent to which 
the income derived from the capital asset transferred was, imme¬ 
diately before such transfer, applicable to charitable or religious 
purposes. 

Explanation —In this section, “net consideration" shall have 
the meaning assigned to it in Explanation 5 below sub-section 
(1) of section 54E.’. 

17. In section 64 of thje Income-tax Act, in sub-section (I),— 

(a) clause (i) shall be omitted; 

(b) in clause (ii), for the proviso, the following proviso snail 
be substituted, namely:— 

“Provided that nothing in this clause shah apply m relation 
to any such Income arising to the spouse from a firm carrying 
on any such profession as is referred to in sob-section {!) of 
section 44AA, where the spouse possesses any lechmcs.; ur pro¬ 
fessional qualification in the nature of a degree or d-p)oma of 
a university within the meaning of clause (c) of ihn ' ’-pi'nita* 
Hon below sub-section (2B) of section 32A;“; 


Amend¬ 
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(c) clause (iii) shall be omitted; 

(d) in clause (iu), the words, brackets and figure “in a case not 
falling under clause (i) of this sub-section,” shall be omitted; 

(e) in clause (v), the words, brackets and figures “in a case 
not falling under clause (iii) of this sub-section,” and the brackets 
and words “(not being a married daughter)” shall be omitted; 

(J) in clause (vii), the brackets and words “ (not being a married 
daughter)” shall be omitted; 

( 9 ) for Explanation 1, the following Explanation shall be 
substituted, namely: — 

“Explanation 1.—For the purposes of clause (ii), the in¬ 
dividual, in computing whose total income the income referred 
to in that clause is to be included, shall be the husband or wife 
whose total income (excluding the income referred to in that 
clause) is greater; and where any such income is once included 
in the total income of either spouse, any such income arising 
in any succeeding year shall not be included in the total income 
of the other spouse unless the Assessing Officer is satisfied, 
after giving that spouse an opportunity of being heard, that it 
is necessary so to do.”; 

(h) Explanation 1A and Explanation 2A shall be omitted; 

(i) for Explanation 3, the following Explanation shall be substi¬ 
tuted, namely:— 

“Explanation 3.—For the purposes of clauses (in), (u) and 
(in), where the assets transferred directly or indirectly by an 
Individual to his spouse or minor child or son’s wile or son’s 
minor child (hereafter in this Explanation referred to as “the 
transferee”) are invested by the transferee,— 

(i) in any business, such investment being not in the 
nature of contribution of capital as a partner in a firm or, 
aa the case may be, for being admitted to the benefits of 
partnership in a firm, that part of thje income arising out of 
the business to the transferee in any previous year, which 
bears the same proportion to the income of the transferee 
from the business as the value of the assets aforesaid as on 
the first day of the previous year bears to the total invest¬ 
ment in the business by the transferee as on the said day; 

(ii) in the nature of contribution of capital as a partner 
in a firm or, as the case may be, for being admitted to the 
benefits of partnership in a firm, that part of the interest 
receivable by the transferee from the firm in any previous 
year, which bears the same proportion to the interest recei¬ 
vable by the transferee from the firm as the value of the in¬ 
vestment aforesaid as on the first day of the previous year 
bears to the total investment by way of capital contribution 
as a partner in the firm as on the aaid day, 
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shall be included in the total income of the individual in that 
previous year.". 

18. For section 67 of the Income-tax Act, the following section shall 
be substituted, narpely: — 


‘67. ( 1 ) In computing the total income of an assessee who is a 
member of an association of persons or a body of individuals wherein 
the shares of the members are determinate and known [othe r than 
a company or a co-operative society or a society registered under 
the Societies Registration Act, 1860 or under any law corresponding 
to that Act in force in any part of India], whether the net result of 
the computation of the total income of such association or body is a 
profit or a loss, his share (whether a net profit or net loss) shall be 
computed as follows, namely:—• 

(a) any interest, salary, bonus, commission or remuneration 
by whatever name called, paid to any member in respect of the 
previous year shall be deducted from the total income of the 
association or body and the balance ascertained and apportioned 
among the members in the proportions in which they are entitled 
to share in the income of the association or body; 

(b) where the amount apportioned to a member under 
clause (a) is a profit, any interest, salary, bonus, commission or 
remuneration aforesaid paid to the member by the association or 
body In respect of the previous year shall be added to that 
amount, and the result shall he treated as the member’s share in 
the income of the association or body; 

(c) where the amount apportioned to a member under clause 
(a) is a loss, any interest, salary, bonus, commission or re¬ 
muneration aforesaid paid to the member by the association or 
body in respect of the previous year shall be adjusted against 
that amount, and the result shall be treated as the member’s 
share in the income of the association or body. 

(2) The share of a member in the income or loss of the associa¬ 
tion or body, as computed under sub-section (1), shall, for the pur¬ 
poses of assessment, he apportioned under the various heads of 
income in the same manner in which the income or loss of the asso¬ 
ciation or body has been determined under each head of income. 

(3) Any interest paid by a member on capital borrowed by him 
for the purposes of Investment in the association or body 
shall, in computing his share chargeable unUtv 'he head 
'‘Profits and gains of business nr profession” in respect nf his share 
in the income of the association nr body, be deducted from his share. 

Explanation .—Tn this section, “raid” has the same meaning as is 
assigned to it in clause (2) of when 43.’ 
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19. Sections 75, 76 and 77 of the Income-tax Act shall be omitted. 


20. In section 78 of the Income-tax Act, for sub-section (I), the follow¬ 
ing sub-section shall be substituted, namely: — 

“ (1) Where a change has occurred in the constitution of a firm, 
nothing in this Chapter shall entitle the firm to have carried for¬ 
ward and set off so much of the loss proportionate to the share of a 
retired or deceased partner as exceeds his share of profits, If any. 
In the firm in respect of the previous year”. 

21. In section 80A of the Income-tax Act, for sub-section (8), the 
following sub-section shall be substituted, namely: — 

“(3) Where in computing the total income of an association of 
persons or a body of individuals, any deduction is admissible under 
section 80G or section 801IH or section 80HHA or section 80HHB or 
section 80HHC or section 80-1 or section 80J, no deduction under the 
same section shall be made In computing the total income of a mem¬ 
ber of the association of persons or body of individuals in relation 
to the share of such member in the income of the association or 
body.” 

•22. In section 80B of the Income-tax Act, clauses (2), (4), (6) and 
(8) shall be omitted. 


23. Section 80E of the Income-tax Act shall be omitted. 


24. After section 80S of the Income-tax Act as so omitted, the 
following section shall be inserted, namely: — 


‘80F. (1) In computing the total income of an assessee, being— 

(a) a person in receipt of income derived from property 
held under trust wholly for charitable or religious purposes in 
India or by an institution established wholly for such purposes 
in India; or 

(b) a person in receipt of Income derived from property 
held under trust in part only for charitable or religious pur¬ 
poses in India, the trust having been created before the com¬ 
mencement of this Act; or 

(c) a person In receipt of income derived from property 
held under a trust created on or after the 1st day of April, 1952, 
or by an institution established on or after that date, for a 
charitable purpose which is for the benefit of citizens of Indis 



Sec. 1] 


THE GAZETTE OF INDIA EXTRAORDINARY 


19 


abroad or which tends to promote international welfare in 
which India is interested; or 

(d) a trust or institution declared by the Board, by noti¬ 
fication in the Official Gazette, to be a trust or institution of 
national importance, having regard to the objects set out in 
the instrument creating the trust or establishing the institution, 
the opinion of such experts in the respective fields of activity 
of the trust or institution as the Board may think fit to consult, 
and other relevant factors, 

there shall be deducted, in accordance with and subject to the pro¬ 
visions of this section, the sums specified hereunder, namely: — 

(i) any amount applied in India by the person referred to 
in clause (a), or by the trust or institution referred to in clause 
(d), during the previous year wholly and exclusively to the 
purposes of the trust or institution; 

(it) any amount applied in India by the person referred to 
in clause (b) during the previous year wholly and exclusively 
to the charitable or religious purposes of the trust; 

(tit) any amount applied outside India by the person refer¬ 
red to in clause (c) during the previous year wholly and exclu¬ 
sively for the benefit of citizens of India abroad or for promoting 
international welfare in which India Is interested, where the 
Board has, by general or special order, directed such amount to 
be deducted: 

Provided that any such amount applied wholly and exclu¬ 
sively for the benefit of citizen* of India abroad shall qualify 
for the deduction under this clause only if such amount is 
applied in accordance with a scheme framed by such perBon 
and approved by the Board and notified in the Official 
Gazette; 

(iv) any amount invested or deposited during the previous 
year in such form or mod*, in such manner and for such period 
as may be prescribed, where such investment or deposit is held 
by such person or, as the case may be, trust or institution for a 
period of not lees than six months ending with the due date for 
furnishing the return of income under sub-section (1) of section 
139. 

(2) The deduction under sub-section (1) shall not be allowed 
unless the following conditions ar* fulfilled, namely:— 

(a) the person in receipt of the income or, as the case may 
be, the trust or institution has made an application for regis¬ 
tration of the trust or institution in th* prescribed form and in 
the prescribed manner to the Commissioner or any other autho¬ 
rity prescribed in this behalf before the expiry of a period of 
one year from the date of the creation of the trust or the estab¬ 
lishment of the Institution: 

Provided that the Commissioner or the authority so pres¬ 
cribed may, in his or its discretion, admit ar. application for the 
registration of any trust or institution after the period aforesaid. 
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Explanation. — Where an application for registration of the 
trust or institution has been made to the Commissioner in 
accordance with the provisions of section 12A as it stood imme¬ 
diately before the 1st day of April, 1989, the requirements of 
this clause shall be deemed to have been complied with; 

(Li) where the gross total income of the trust or institution 
fur Ihe previous year exceeds fifty thousand rupees, the accounts 
of the ti ust or institution for the previous year have been 
audited by an accountant as defined in the Explanation below 
sub-section (2) of section 288 and the person in receipt of the 
income furnishes along with the return of income for the 
relevant assessment year the report of such audit In the pres¬ 
cribed form duly signed and verified by such accountant 
end setting forth such particulars as may be prescribed; 

(c) such other conditions as the Board may, having regard to 
the interests or quantum of the revenue, by general or special 
order, impose, and such conditions may include a condition that 
a nominee of the Board shall, notwithstanding anything contain¬ 
ed in any other law for the time being in force or in any instru¬ 
ment constituting the trust or institution concerned or governing 
the working thereof, be appointed on ihe Board of trustees of the 
said trust or, as the case may be, the governing body of the insti¬ 
tution. 

(3) The deduction under sub-section ( 1 ) shall not be allowed 
where- 


(а) any part of the property of the trust or institution is 
held for a private religious purpose which does not enure for 
the benefit of the public or any part of the Income from such 
property is applied to any such purpose as aforesaid; 

(б) in the case of a trust for charitable purposes or a charit¬ 
able institution created or established after the commencement 
of this Act, the trust or institution is created or established for 
the benefit of any particular religious community or caste; 

(c) (i) in the case of a trust »r an institution created or 
established after the commencement of this Act, any part of 
the income of the trust or institution, under the terms of the 
trust or the rules governing the institution, enures, or 

(ii) in the case of a trust or institution whenever created 
or established, any part of the income or any property of the 
trust or institution is, during the previous year, used or applied, 

in a manner which results directly or indirectly in conferring 
any benefit, amenity or perquisite (whether convertible into 
money or not) on any interested person; or 

(df any funds of the trust or institution are invested or 
deposited, for any period during the previous year, otherwise 
than in any such form or mode, in such manner and for such 
period as is prescribed for the purposes of clause (iv) of sub¬ 
section (I): 
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Provided that the Chief Commissioner or the Commissioner may, 
if he is satisfied, on an application by the trust or institution, that tke 
application of the provisions of sub-clause (i) or sub-clause (ii) ef 
clause (c) would result in grave hardship to the trust or institution, 
allow the deduction wholly or to such extent as he may deem fit 
having regard to the extent of the benefit, amenity or perquisite 
derived or enjoyed by the interested person: 

Provided further that in the case of a trust or institution created 
or established before the commencement of this Act, the provisions o t 
sub-clause (ii) of clause (c) shall not apply to any use or appli¬ 
cation, whether directly or indirectly, of any part of such income 
or any property of the trust or institution in the manner specified 
in that clause, if such use or application is by way of compliant© 
with a mandatory term of the trust or a mandatory rule governing 
the institution. 

(4) Without prejudice to the generality of the provisions of 
clause (c) of sub-section (3), the income or the property of the 
trust or institution or any part of such income or property shall, 
for the purposes of that clause, be deemed to have been used or 
applied in a manner which result* directly or indirectly in confer¬ 
ring any benefit, amenity or perquisite (whether convertible bate 
money or not) on any interested person, if— 

(a) any part of the income or property of the trust or 
institution is, or continues to be, lent to any interested person 
for any period during tha previous year without either adequate 
security or adequate internet or both; 

(b) any land, building or other property of the trust or 
institution is, or continues to be, made available for the use ef 
any interested person for any period during the previous year 
Without charging adequate rent or other compensation; 

(c) any amount is paid by way of salary, allowaaee or 
otherwise during the previous year to any interested parse*, 
out of the resources of the trust or institution for services 
rendered by that person to such trust or institution and the 
amount so paid is in exces* of what may be reasonably paid far 
such services; 

(d) the services of the trust or institution are made avail¬ 
able to any interested person during the previous year without 
adequate remuneration or other compensation; 

(e) any share, security or other property is purchased bjr 
or on behalf of the trust or institution from any interested 
person during the previous year for a consideration which is 
more than adequate; 

Of) any share, security or other property is sold by er en 
behalf of the trust or institution to any interested per sen during 
the previous year for a consideration which i* leas titan ade¬ 
quate; 

( g ) any income or proparty of the trust or Institution 1* 
diverted during the previous year in favour of any interested 
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Provided that this clause shall not apply where the income, 
or the value of the property or, as the case may be, the aggre¬ 
gate of the income and the value of the property so diverted 
does not exceed one thousand rupees; 

(h) any funds of the trust or institution are, or continue 
to remain, invested for any period during the previous year in 
any concern in which any interested person has a substantial 

interest: 

Provided that in a case where the aggregate of the funds 
of the trust or institution invested in a concern referred to in 
this clause does not exceed five per cent, of the capital of that 
concern, the deduction under sub-section (1) in respect of the 
amount referred to in clause (i) or clause («) of that sub¬ 
section shall not be denied in relation to the application of any 
income other than the income arising to the trust or institution 
from such investment, by reason only of this clause. 

(5) Where deduction has been allowed under sub-section (1) 
for any previous year with reference to any amount referred to in 
alauee (iv) of that sub-section and in any subsequent previous 
year the whole or any part of the investment or deposit in which 
such amount is held is realised or converted into cash, the amount 
so realised or converted into cash shall, notwithstanding anything 
eonteimed in any other provision of this Act, be deemed to be the 
income of the assassee of the previous year in which it is so realised 
•r eenverted and shall be chargeable to tax accordingly. 

(0) The deduction under sub-section (1) shall not be allowable 
in a case where the whole or any part of the income of 
the parson or, as the case may be, trust or institution referred 
to in that sub-section is chargeable to income-tax, by virtue of the 
provisions of sections 60 to 63, as the income of the author of the 
trust or founder of the institution or any other person who has made 
a transfer of any income or asset to the trust or institution. 

(7) Where the property referred to in clause (a) or clause (b) 
or clause (c) of sub-section ( 1) consists wholly or partly of a busi¬ 
ness undertaking, or any person, trust or institution referred to in 
clause (a) or clause (b) or clause (c) or clause (d) of that sub¬ 
section derives income from a business carried on by him or it, 
the foregoing provisions of this section shall apply subject to the 
following conditions and with the following modifications, namely:— 

(a) separate books of account are maintained by such 
pereou, trust or institution in respect of such business; suoh 
eeeounts are maintained on the cash system of accounting and 
are audited by an accountant as defined in the Explanation 
below sub-eection (2) of section 288, and the person, trust or 
Iwrtltution furnishes, along with the return of income for the 
relevant assessment year, the report of such audit in the 
preeeribed form duly signed and verified by such accountant 
end setting forth such particulars as may be prescribed; 

(b) in computing the profits and gains of such business, no 
deduction shall be allowed in respect of any expenditure whieh rf 
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results directly or indirectly in the provision of any remunera¬ 
tion, perquisite, benefit or amenity to any interested person, 
whether for any services rendered or otherwise; 

(c) the provisions of sections 71 and 72 shall not ha 
applicable in relation to any loss pertaining to such business; 

(d) any amount referred to in clause (i) or clause (ii) or 
clause (Hi) of sub-section (1), in so far as such amount is applied 
out of the profits and gains of such business, shall qualify for 
the deduction under that sub-section, if— 

(i) such amount is so applied during the previous year; 

or ' 

(ii) such amount is so applied during the fljaanaUl 
year next following the previous year and, until it is a® 
applied, the amount is kept in deposit in a separate account 
in any scheduled bank and it is not utilised for any purpose 
which is not a purpose of the trust or institution, 

and any amount which is not so applied out of such depoatt 
during the financial year aforesaid shall be chargeable to tax 
as the income under the head “Profits and gains of business 
or profession’’ of such person, trust or institution of the next 
following previous year and all the provisions of this Act shall 
apply accordingly; 

( e ) any amount referred to in clause (hi) of sub-section (I) 
shall not be taken into account for the purpose of allowing tbc 
deduction under that sub-section, in so far as such amount 
relates to the profits and gains of such business; 

(f) without prejudice to the provisions of sub-section (3), 
the deduction under sub-section (1) shall not be allowed In a 
case where— 

(i) such business consists, wholly or partly, in—• 

(A) the purchase and sale of any securities or shares; 
or 

(B) money-lending or financing in any form; or 

(C) speculation in securities or shares or any other 
commodities; or 

(D) engaging in the conduct of, or participating in, 
any lottery or crossword puzzle, races including horse 
races, card games or other games of any sort or gam¬ 
bling or betting of any form or nature whatsoever; i»r 

(E) such other activity as may be prescribed; or 

(ii) the person, trust or institution aforesaid engages 
In any business transaction with any interested person or 
with any concern in which any interested person has a subs¬ 
tantial interest; or 

(iii) such person, trust or institution enters into any 
partnership or joint, venture or forms any association of 
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persons or a body of individuals with any interested person 
or with any concern in which any interested person has a 
substantial interest. 

(S) The Board may, by general or special order, direct that any 
power or authority conferred upon it under this section may, subject 
to such conditions and restrictions as it may think fit to impose, be 
exercised also by such officer not below the rank of a Commissioner 
as it may specify in the order. 

Explanation 1.—For the purposes of this section,— 

(a) “interested persen” means— 

(1) the author of the trust or the founder of the insti¬ 
tution; 

(«) any person who has made a substantial contribu¬ 
tion to the trust or institution, that is to say, any person 
who** total contribution up to the end of the relevant pre¬ 
vious year exceeds twenty-five thousand rupees; 

(iii) where such author, founder or person is a Hindu 
undivided family, a member of the family or any relative 
of such member; 

(in) any trustee of the trust or manager (by whatever 
name called) of the institution; 

( v ) any relative of any such author, founder, pers*n, 
member, trustee or manager as aforesaid; 

(vi) any concern in which any of the persons referred 
to in sub-clauses (i), (ii), (iii), (in) and (u) has a sub¬ 
stantial interest; 

(b) “relative”, in relation to an individual, means,— 

(i) spouse of the individual; 

(ii) brother or sister of the individual; 

(iii) brother or sister of the spouse of the individual; 

(iv) any lineal ascendant or descendant of the individual; 

( v ) any lineal ascendant or descendant of the spouse 
of the individual; 

(vi) spouse of a person referred to in sub-clause (ii), 
sub-clause (iii), sub-clause ( Iv ) or sub-clause (u); 

(vit) any lineal ascendant or descendant of a brother 
or sister of either the Individual or of the spouse of the in¬ 
dividual; 

(c) "scheduled bank” shall have the same meaning as in 
clause (ii) of the Explanation to clause (viia) of sub-section (1) 
of section 36; 

(cf) “trust” includes any other legal obligation; 

(e) any reference to “institution” shall be construed as in¬ 
cluding also a reference to "fund”. 
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Explanation 2-—A trust or institution created or established for 
the benefit of scheduled castes, backward classes, scheduled tribes 
or women and children shall not be deemed to be a trust or institu¬ 
tion created or established for the benefit of a religious community 
or caste within the meaning of clause (b) of sub-section (3). 

i Explanation 3.—For the purposes of this section, a person shall 
be deemed to have a substantial interest in a concern,— 

(i) in a case where the concern is a company, if its shares 
(not being shares entitled to a fixed rate of dividend whether 
with or without a further right to participate in profits) carry¬ 
ing not less than twenty per cent, of the voting power are, at 
any time during the previous year, owned beneficially by such 
person or partly by such person and partly by one or more of 
the other persons referred to in clause (a) of Explanation 1; 

(ii) in the case of any other concern, if such person is en¬ 
titled, or such person and one or more of the other persons re¬ 
ferred to in clause (a) of Explanation 1 are entitled in the 
aggregate, at any time during the previous year, to not less than 
twenty per cent, of the profits of such concern.’. 

25. In section 80G of the Income-tax Act,— 

(a) in sub-section (1), in clause (i), for the words, brackets, 
figures and letter “sub-clause (iiia) or in”, the words, brackets, 
figures and letters “sub-clause (iiia) or sub-clause (Hid) or sub¬ 
clause (iiie) or” shall be substituted; 

(b) in sub-section (2), after sub-clause (iiie) of clause (a), the 
following sub-clauses shall be inserted, namely: — 

"(iiid) the rural development fund set up and notified by 
the Central Government in this behalf; or 

(iiie) a trust or institution of national importance referred 
to in clause (d) of sub-section (1) of section 80F which has as 
its main object the undertaking of scientific research or carrying 
out of any rural development programme or any programme of 
conservation of natural resources or of afforestation of wasteland; 
or”; 

(c) for sub-section (4), the following sub-section shall be sub¬ 
stituted, namely: — 

“(4) Where the aggregate of the sums referred to in sub¬ 
clauses (in), (v) , (in) and ( vii ) of clause (a) and in Clause (b) 
of sub-section (2) exceeds ten per cent, of the gross total income 
(as reduced by any portion thereof on which income-tax is not 
payable under any provision of this Act and by any amount in 
respect of which the assessee is entitled to a deduction under 
any other provision of this Chapter), then the amount in excess 
of ten per cent, of the gross total income shall be ignored for 
the purpose of computing the aggregate of the sums in respect 
of which deduction is to be allowed under sub-section (!)■”; 
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(d) in sub-section (5), for clause (i), the following clause shall 
be substituted, namely: — 

“(i) where the institution or fund derives any income, such 
income would not be liable to be included in its total income 
under the provisions of clause (22) or clause ( 22A ) or clause 
(23AA) or clause ( 23C ) of section 10, or the trust or institution 
[other than the trust or institution referred to in sub-clause 
(iiie) of clause (a) of sub-section (2)] is eligible for the deduc¬ 
tion under section 80F;”; 

(e) in Explanation 2, for clauses (i) and (ii), the following 
clauses shall be substituted, namely: — 


“ (i) that, subsequent to the donation, the trust or institution 
has become ineligible for the deduction under section 80F due 
to non-compliance with any of the provisions of that section; 

(ii) that the deduction under section 80F is denied in re¬ 
lation to the application of any income arising to it from any 
investment referred to in clause ( h ) of sub-section ( 4 ) of that 
section where the aggregate of the funds invested by It in a 
concern referred to in the said clause ( h) does not exceed five 
per cent, of the capital of that concern;’'. 


Omission 
of section 
80GGA. 

Amend¬ 
ment of 
section 
8QE. 


26- Section 80GGA of thje Income-tax Act shall be omitted. 


27. In section 80L of the Income-tax Act, in sub-section (1), after 
clause ( v ), the following clause shall be inserted with effect from the 1st 
day of April, 1988, namely: — 

“(va) income received in respect of units of a Mutual Fund 
specified under clause (23D) of section 10;” 


Omission 28. Section 80QQ of the Inc.ome-tax Act shall be omitted, 

of section 
80QQ. 
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29. For section 86 of the Income-tax Act. the following section shall 
be substituted, namely: — 


"86. Where the assessee is a member of an association of persons 
or body of individuals [other than a company or a co-operative 
society or a society registered under the Societies Registration Act, 
1860 or under any law corresponding to that Act in forc e in any 
part of India, income-tax shall not be payable by the assessee in 
respect of his share in the income of the association or body com¬ 
puted in the manner provided in section 67: 

Provided that,— 

(a) where the association or body is chargeable to tax on 
its total income at the maximum marginal rate or any higher 
pate, under any of the provisions of this Act, the share of a mem- 


21 of I860. 
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ber computed as aforesaid shall not be included in his total in¬ 
come; 

(b) in any other case, the share of ^ member computed as 
aforesaid shall form part of his total income: 


Provided further that where no income-tax is chargeable on the 
total income of the association or body, tile share of a member com¬ 
puted as aforesaid shall be chargeable to tax as part of his total 
income and nothing contained in this section shall apply to the case.”. 


30. For sections 116, 117 and 118 of the Income-tax Act, the following 
sections shall be substituted with effect from the 1st day of April, 10188, 
namely: — 


“116. There shall be the following classes of income-tax autho¬ 
rities for the purposes of this Act, namely: — 

(a) the Central Board of Direct Taxes constituted under 
the Central Boards of Revenue Act, 1963, 


Substitu. 
tion of 
new sec¬ 
tions for 
sections 
116, 117 
and 118. 
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(b) Directors-General of Income-tax or Chief CommiS' 
sioners of Income-tax, 


(c) Directors of Income-tax or Commissioners of Income-tax 
or Commissioners of Income-tax (Appeals), 

(d) Deputy Directors of Income-tax or Deputy Commis¬ 
sioners of Income-tax or Deputy Commissioners of Income-tax 
(Appeals), 


(e) Assistant Directors of Income-tax or Assistant Com¬ 
missioners of Income-tax, 


(f) Income-tax Officers, 

(g) Tax Recovery Officers, 

(h) Inspectors of Income-tax. 


117. (1) The Central Government may appoint such persons as 
it thinks fit to be income-tax authorities. 

(2) Without prejudice to the provisions of sub-section (1), and 
subject to the rules and orders of the Central Government regulat¬ 
ing the conditions of service of persons in public services and posts, 
the Central Government may authorise the Board, or a Director- 
General, a Chief Commissioner or a Director or a Commissioner to 
appoint income-tax authorities below the rank of an Assistant Com¬ 
missioner. 


Appoint¬ 
ment of 
Income- 
tax au¬ 
thorities. 


(3) Subject to the rules and orders of the Central Government 
regulating the conditions of service of persons in public services and 
posts, an income-tax authority authorised in this behalf by the 
Board may appoint such executive or ministerial staff as may be 
necessary to assist it in the execution of its functions. 
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118. The Board may, by notification, in the Official Gazette, direct 
that any income-tax authority or authorities specified ip the noti¬ 
fication shall be subordinate to such other income-tax authority or 
authorities as may be specified in such notification.”. 

31. In section 119 of the Income-tax Act, with effect from the 1st day 
of April, 1988 — 

(a) in sub-section (2), in clause (b), for the words “the Com¬ 
missioner or the Income-tax Officer”, the words and brackets “any 
income-tax authority, not being a Deputy Commissioner (Appeals) or 
Commissioner (Appeals)” shall be substituted; 

(b) sub-section (3) shall be omitted. 

33. For section 120 of the Income-tax Act, the following section shall 
be substituted with effect from th e 1st day of April, 1988, namely: — 


“120. (1) Income-tax authorities shall exercise all or any of 
the powers and perform all or any of the functions conferred on or, 
as the case may be, assigned to such authorities by or under this 
Act in accordance with such directions as the Board may Issue for 
the exercise of the powers and performance of the functions by all 
or any of those authorities. 

(2) The directions of the Board under sub-section (1) may 
authorise any other income-tax authority to issue orders in writing 
for the exercise of the powers and performance of the functions by 
all or any of the other income-tax authorities who are subordinate 
to it. 

(3) In issuing the directions or orders referred to In sub¬ 
sections (1) and (2), the Board or other income-tax authority 
authorised by It may have regard to any one or more of the follow¬ 
ing criteria, namely:— 

(a) territorial area; 

(b) persons or classes of persons; 

■ 

(c) incomes or classes of income; and 

(d) cases or classes of cases. 

(4) Without prejudice to the provisions of sub-sections (1) and 
(2), the Board may, by general or special order, and subject to such 
conditions, restrictions or limitations as may be specified therein,— 

(a) authorise any Director-General or Director to perform 
such functions of any other income-tax authority as may be 
assigned to him by the Board; 

(b) empower the Director-General or Chief Commissioner or 
Commissioner to issue orders in writing that the powers and 
functions conferred on, or as the case may be, assigned to, the 
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Assessing Officer by or under this Act in respect of any specified 
area or persons or classes of persons or incomes or clashes of 
income or cases or classes of cases, shall be exercised or perform¬ 
ed by a Deputy Commissioner, and, wherp any order is made 
under this clause, references in any other provision of this Act 
or in any rule made thereunder to the Assessing Officer shall be 
deemed to be references to such Deputy Commissioner by whom 
the powers and functions are to be exercised or performed under 
such order, and any provision of this Act requiring approval or 
sanction of the Deputy Commissioner shall not apply- 

(5) The directions and orders referred to in sub-sections (I) and 
(2) may, wherever considered necessary or appropriate for the 
proper management of the work, require two or ihore Assessing 
Officers (whether or not of the same class) to exercise and perform, 
concurrently, the powers and functions in respect of any area or 
persons or classes of persons or incomes or classes of income or 
cases or classes of cases; and, where such powers and functions are 
exercised and performed concurrently by the Assessing Officers of 
different classes, any authority lower in rank amongst them shall 
exercise the powers and perform the functions as any higher 
authority amongst them may direct, and, further, references in any 
other provision of this Act or in any rule made thereunder to the 
Assessing Officer shall be deemed to be references to such higher 
authority and any provision of this Act requiring approval or 
sanction of any such authority shall not apply. 

(6) Notwithstanding anything contained in any direction or 
order issued under this section, or in section 124, the Board may, 
by notification in the Official Gazette, direct that for the purpose of 
furnishing of the return of income or the doing of any other act 
or thing under this Act or any rule made thereunder by any person 
or class of persons, the income-tax authority exercising and per¬ 
forming the powers and functions in relation to the said person or 
class of persons shall be such authority as may be specified in the 
notification.". 

33- Sections 121, 12-1A, 122, 123, 125, 125A, 126, 128, 130 and 130A of 
the Income-tax Act shall be omitted with effect from the 1st day of April, 
1988. 


34. For section 124 of the Income-tax Act, the following section shall 
be substituted with effect from the 1st day of April, 1988, namely: — 


"124. ( 1 ) Where, by virtue of any direction or order issued 
under sub-section (1) or sub-section (2) of section 120, the Assessing 
Officer hajs been vested wi'tlh jurisdiction over any area, within 
the limits of such area, he shall have jurisdiction— 
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(a) in respect of any person carrying on a business or pro* 
fession, if the place at which he carries on his business or pro¬ 
fession is situate within the area, or where his business or pro¬ 
fession is carried on in more places than one, if the principal 
place of his business or profession is situate within the area, 
and 
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(b) in respect of any other person residing within the area- 

(2) Where a question arises under this section as to whether an 
Assessing Officer has jurisdiction to assess any person, the question 
shall be determined by the Director-General or the Chief Commis¬ 
sioner or the Commissioner; or where the question is one relating to 
areas within the jurisdiction of different Directors General or, Chilef 
Commissioners or Commissioners, by the Directors General or Chief 
Commissioners or Commissioners concerned or, if thjey ar e not in 
agreement, by the Board or by such Director General or Chief Com¬ 
missioner or Commissioner as the Board may, by notification in the 
Official Gazette, spjecify. 

(3) No person shall be entitled to call in question the jurisdic¬ 
tion of an Assessing Officer— 

(a) where he has made a return under sub-section (1) of 
section 139, after the expiry of one month from the date on 
which he was served with a notice under sub-section (I) of 
section 142 or sub-section (2) of section 143 or after the com¬ 
pletion of the assessment, whichever is earlier; 

* (b) where he has made no such return, after the expiry of 

the time allowed by the notice under sub-section XI) °f 
section 142 or under section 148 for the making of the return or 
by the notice under the first proviso to section 144 to show 
cause why the assessment should not he completed to the best 
of the judgment of the Assessing Officer, whichever is earlier, 

(4) Subject to the provisions of sub-section (3), where an 
assessee calls in question the jurisdiction of an Assessing Officer, 
then the Assessing Officer shall, if not satisfied with the correctness 
of the claim, refer the matter for determination under sub-section 
(2) before the assessment is made. 

(5) Notwithstanding anything contained in this section or in 
any direction or order issued under section 120, every Assessing 
Officer shall have all the powers conferred by or under this Act 
on an Assessing Officer in respect of the income accruing or arising 
or received within the area, if any, over which he has been vested 

, with jurisdiction by virtue of the directions or orders issued under 
sub-section (2) or sub-section (2) of section 120.". 

35. For section 127 of the Income-tax Act, the following section shall 
b# substituted with effect from the 1st day of April, 1988, namely: — 


‘127. (1) The Director General or Chief Commissioner or Com¬ 
missioner may, after giving the assessee a reasonable opportunity of 
being heard in the matter, wherever it is possible to do so, and after 
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recording his reasons for doing so, transfer any case from one or 
more Assessing Officers subordinate to him (whether with or without 
concurrent jurisdiction) to any other Assessing Officer or Assessing 
Officers (whether with or without concurrent jurisdiction) also sub¬ 
ordinate to him. 

(2) Where the Assessing Officer or Assessing Officers from 
whom the case is to be transferred and the Assessing Officer or 
Assessing Officers to whom the case is to be transferred are not 
subordinate to the same Director Genleral or Chief Commissioner or 
Commissioner,— 

(<a) where the Directors General or Chief Commissioners or 
Commissioners to whom such Assessing Officers are subordinate 
are in agreement, then the Director General or Chief Commis¬ 
sioner or Commissioner from whose jurisdiction the casie is to be 
transferred may, after giving the assessee a reasonable oppor¬ 
tunity of being heard in the matter, wherever it is possible to do 
so, and after recording his reasons for doing so, pass the order; 

(b) where the Directors General or Chief Commissioners or 
Commissionjers aforesaid are not in agreement, the order trans¬ 
ferring the case may, similarly, he passed by the Board or any 
such Director General or Chief Commissioner or Commissioner 
as the Board may, by notification in the Official Gazette, authorise 
in this b|ehalf. 

(3) Nothing in sub-section (1) or sub-section (2) shall be 
deemed to require any such opportunity to be given where the trans¬ 
fer is from any Assessing Officer or Assessing Officers (whether 
with or without concurrent jurisdiction) to any other Assessing 
Officer or Assessing Officers (whether with or without concurrent 
jurisdiction) and the offices of all such officers are situated in the 
same city, locality or place. 

(4) The transfer of a case under sub-section (1) or sub-section 
(2) may be made at any stage of the proceedings, and shall not 
render necessary the re-issue of any notice already issued by the 
Assessing Officer or Assessing Officers from whom the case is 
transferred. 

Explanation .—In section 120 and this section, the word “case”, 
in relation to any person whose name is specified in any order or 
direction issued thereunder, means all proceedings under this Act 
in respect of any year which may be pending on the date of such 
order or direction or which may have been completed on or before 
such date, and includes also all proceedings under this Act which 
may be commenced after the dafe of such order or direction in 
respect of any year.’. 

36. In section 131 of the Income-tax Act,— 

(a) in sub-section (1A), for the words “If the Assistant Director 
of Inspection”, the words, brackets and figures “If the Director-. 
General or Director, or the authorised officer referred to in sub¬ 
section ( 1 ) of section 132, before he takes action under clauses (i) 
to (v) of that sub-section,” shall be substituted; 
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ft)) sub-section (2) shall be omitted. 

37. In section 132 of the Income-tax Act,— 

(a) in sub-section (2),-— 

(i) for the words “or Income-tax Officer” occurring In 
clauses (A) and (B), the words “Assistant Commissioner or 
Income-tax Officer” shall be substituted; 

(ii) in the proviso, for the word and figures “section 121”, 
the word and figures “section 120” shall be substituted; 

(b) in sub-section ( 1A ), for the word and figures “section 121”, 
the word and figures “section 120’’ shall be Substituted; 

(c) in sub-section (3), the following Explanation shall be insert¬ 
ed at the end, namely: — 

“Explanation.—For the removal of doubts, it is hereby 
declared that serving of an order as aforesaid under this sub¬ 
section shall not be deemed to be seizure of such books of account, 
other documents, money, bullion, jewellery or othjer valuable 
article or thing under clause (Hi) of sub-section (1).”; 

(d) in sub-section (4) , the following Explanation shall be insert¬ 
ed at the end, namely:'— 

“Explanation.—For th$ removal of doubts, it is hereby declar¬ 
ed that the examination of any person under this sub-section 
may be not merely in respect of any books of account, other 
documents or assets found as a result of the search, but also in 
respect 0 f all matters relevant for the purposes of any investiga¬ 
tion connected with any proceeding under the Indian Income-tax 
Act, 1922, or under this Act,”; 

(e) after sub-section (8), the following sub-section shall be in¬ 
serted, namely:— 

“ (8A) An order under sub-section (3) shall not be in force 
for a period exceeding sixty days from the date of the order, 
except where the authorised officer, for reasons to be recorded by 
him in writing, extends the period of operation of the order be¬ 
yond sixty days, after obtaining the d^proval of the Commis¬ 
sioner for such extension: 

Provided that the Commissioner shall not approve the ex¬ 
tension of the period for any period beyond the expiry of thirty 
days after the completion of all the proceedings under this Act 
in respect of the years for which the books of account, other do¬ 
cuments, money, bullion, jewellery or other valuable articles nr 
things are relevant.”; 

(f) in Explanation 1, for the words, brackets and figure “the 
period of one hundred and twenty days for the purposes of sub-section 
(5)”, the words, brackets and figure “the period referred to in sub¬ 
section (5) for the purposes of that sub-section” shall be substituted. 


ll,of 1921 
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38. In section 132A of the Income-tax Act, in sub-section (I), for the 
words “or Income-tax Officer”, the words “, Assistant Commissioner or 
Income-tax Officer” shall be substituted, 

39. In section 133 of the Income-tax Act,— 

(a) in clause (4), for the words “four hundred rupees”, the word* 
“one thousand rupees, or such higher amount as may be prescribed” 
shall be substituted; 

(b) the following proviso shall be added at the end, namely:— 

“Provided that the powers referred to in clause (6), may 
also be exercised by the Director-General, the Chief Commis¬ 
sioner, the Director and the Commissioner.”. 

40. In section 133A of the Income-tax Act, in thfe Explanation, in clause 
(a) , for the words “if so authorised by the Income-tax Officer”, the Words 
“if so authorised by any such authority” shall be substituted 

41. In section 138 of the Income-tax Act, In sub-section (1),— 

(i) in clause (a), for the words and figures “relating to any 
assessee in respect of any assessment made under this Act or under 
the Indian Income-tax Act, 1922”, the -following shall he substituted, 
namely:— 

“received or obtained by any income-tax authority in the 
performance of his functions under this Act”; 

(ii) in clause (b),— 

(1) for the words, figures and letters “in respect of any 
assessment made under this Act or the Indian Income-tax Act, 
1922 on or after the 1st day of April, 1960”, the words “received 
or obtained by any income-tax authority in the performance of 
his functions under this Act” shall be substituted; 

(2) the words “in respect of that assessment only” shall be 

omitted. 

42. In section 139 of the Income-tax Act,— 

(a) for sub-section (1), the following sub-section shall h e sub¬ 
stituted, namely:— 

‘ (1) Every person, if his total income or the total income of 
any other person in respect of which he is assessable under this 
Act during the previous year exceeded the maximum amount 
which is not chargeable to income-tax, shall, on or before the 
due date, furnish a return of his income or the income of such 
other person during the previous year, in the prescribed form and 
verified in the prescribed manner and setting forth such other 
particulars as may be prescribed. 

Explanation. —In this sub-section, “due date” means— 

(a) where the assessee is a company the 31st day of 
December of the assessment year; 
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(b) where the assesses is a person, other than a com¬ 
pany,— 


(i) in a case where the accounts of the assessee are 
required under this Act or any other law to be audited, 
or in the case of a co-operative society, the 31st day of 
October of the assessment year; 

(ii) in a case- where the Total income referred to in 
this sub-section includes any income from business or 
profession, not being a case falling under sub-clause (i), 
the 31st day of August, of the assessment year; 

(iii) in any other case, the 30th day of June of the 
assessment year.’; 

(b) sub-section (2) shall be omitted; 

(c) In sub-section (3) [as amended by section 12 of the Taxation 
Laws (Amendment and Miscellaneous Provisions) Act, 1986],— 

(i) the words, brackets and figure “has not been served 
with a notice under sub-section (2),*' shall be omitted; 

(ii) the words “or by the thirty-first day of July of the 
assessment year relevant to the previous year during which the 
loss was sustained” shall be omitted; 

(d) for sub-sections (4) and (4A), the following sub-sections 
shall be substituted, namely: — 

“(4) Any person who has not furnished a return within the 
time allowed to him under sub-section (1), or within the time 
allowed under a notice issued under sub-section (1) of section 
142, may furnish the return for any previous year at any time 
before the expiry of one year from the end of the relevant 
assessment year or before the completion of the assessmeht, 
whichever is earlier: 

Provided that where the return relates to a previous year 
relevant to the assessment year commencing on the 1st day of 
April, 1988, or any earlier assessment year, the reference to one 
year aforesaid shall be construed as a reference to two years 
from the end of the relevant assessment year, 

(4A) Every person, trust or institution referred to in sub¬ 
section (1) of section 80F shall, if the total income in respect of 
which such person, trust or institution is assessable (the total 
income for this purpose being computed without giving effect to 
the provisions of that section) exceeds the maximum amount 
which is not chargeable to income-tax, furnish a return of such 
income of the previous year, in the prescribed form and verified 
in the prescribed manner and setting forth such other particulars 
as may be prescribed, and all the provisions of this Act shall, so 
far as may be, apply as if it were a return required to be 
furnished under sub-section (1).”; 
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(e) lor sub-section (5), the following sub-section shall bo substi¬ 
tuted, namely: — 

“(5) If any person, having furnished a return under sub¬ 
section (I), or in pursuance of a notice issued under sub-section 
(1) of section 142, discovers any omission or any wrong state¬ 
ment therein, he may furnish a revised return at any time 
before the expiry of one year from the end of the relevant 
assessment year or before the completion of th,e assessment, 
whichever is earlier: 

Provided that where the return relates to the previous year 
relevant to the assessment year commencing on the 1st day of 
April, 1988, or any earlier assessment year, the reference to 
one year aforesaid shall be construed as a reference to two years 
from the end of the relevant assessment year.”; 

( f ) in sub-sections (6) and ( 6A ), for the words, brackets and 
figures “in sub-sections (1), (2) and (3)”, the words, brackets and 
figures “in sub-sections (1) and (3) of this section, and in clause (i) 
of sub-section (1) of section 142” shall be substituted; 

(g) sub-section (7) shall be omitted; 

(h) in sub-section (8), after clause (b), the following clause 
shall be inserted, namely:—■ 

“ (c) The provisions of this sub-section shall apply in respect 
of the assessment for the assessment year commencing on the 
1st day of April, 1988, or any earlier assessment year, and refer¬ 
ences therein to the other provisions of this Act shall be cons¬ 
trued as references to the said provisions as they were appli¬ 
cable to the relevant assessment year.”; 

(i) in sub-section (10), in the proviso, for clauses (c) and (d), 
the following clauses shall be substituted, namely:— 

“ (c) a return of loss which has been furnished in accordance 
with the provisions of sub-section (3); 

(d) a return furnished under sub-section (4A), in respect of 
a person, trust or institution rjeferred to in sub-section (1) of 
section 80F;”. 

43. In section 139A of the Income-tax Act,— 

(i) in sub-sections (1) and (2), for the words “any accounting 
year”, the words “any previous year” shall .be substituted; 

(ii) in sub-section (6), after clause (b), the following clause 
shall be inserted, namely: — 

“(c) the categories of documents pertaining to business or 
profession of the persons to whom permanent account numbers 
have been allotted, in which such numbers shall be quoted by 
them.”; 
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44. In section 140 of the Income-tax Act,— 

(i) for clause (a), the following clause shall be substituted, 
namely: — 

“(a) in the case of an individual,— 

(i) by the individual himself; 

(ii) where he is absent from India, by the individual 
himself or by some person duly authorised by him in this 
behalf; 

(iu) where he is mentally incapacitated from attending 
to his affairs, by his guardian or any other person competent 
to act on his behalf; and 

(iv) where, for any other reason, it is not possible for 
the individual to sign the return, by any person duly autho¬ 
rised by him in this behalf: 

Provided that in a case referred to in sub-clause (ii) or sub¬ 
clause (iv), the person signing the return holds a valid power 
of attorney from the individual to do so, which shall be attached 
to the return;”; 

(ii) to clause (c), the following provisos shall be added, namely:— 

“Provided that where the Company 1b not resident in India, 
the return may be signed and verified by a person who holds 
a valid power of attorney from such company to do so, which 
shall be attached to the return: 

Provided further that,— 

(a) where the company is being wound up, whether 
under the orders of a court or otherwise, or where any per¬ 
son has been appointed as the receiver of any assets of the 
company, the return shall be signed and verified by the 
liquidator referred to in sub-section (I) of section 178; 

(b) where the management of the company has been 
taken over by the Central Government or any State Gov¬ 
ernment under any law, the return of the company shall be 
signed and verified by the principal officer thereof;”; 

(iii) after clause (d), the following clause shall be inserted, 
namely: — 

“ (dd) in the case of a political party referred to in sub¬ 
section (4B) of section 139, by the chief executive officer of such 
party (whether such chief executive officer is known as secretary 
or by any other designation);”. 

45. In section 140A of the Income-tax Act,_ 

(a) in sub-section (1),— 

(i) for the words “the assesses shall be liable to pay such 
tax before furnishing the return and the return shall be aecem- 
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panled by proof of payment of such tax”, the following shall 
be substituted, namely: — 

“the assessee shall be liable to pay. such tax, together with 
interest payable under any provision of this Act for any 
delay in furnishing the return or any default or delay in 
payment of advance tax, before furnishing the return and 
the return shall be accompanied by proof of payment of 
such tax and interest”; 

(ii) the following Explanation shall be inserted at the end, 
namely: — 


“ Explanation .—Where the amount paid by the assessee 
under this sub-section falls short of the aggregate of the 
tax and interest as aforesaid, the amount so paid shall first 
be adjusted towards the interest payable as aforesaid and 
the balance, if any, shall be adjusted towards the tax pay¬ 
able.”; 

( b ) for sub-section (3), the following sub-section shall b c subs¬ 
tituted, namely: — 

“ (3) If any assessee fails to pay the whole or any part of 
such tax or interest or both in accordance with the provisions 
of sub-section (1), he shall, without prejudice to any other conse¬ 
quences which he may incur, be deemed to be an assessee in 
default in respect of the tax or interest or both remaining un¬ 
paid, and all the provisions of this Act shall apply accordingly.’*. 


46. Section 141A of the Income-tax Act shall be omitted. 


47. In section 142 of the Income-tax Act, in sub-section (1),— 

(a) in the opening paragraph, for the words, brackets and figures 
“or to whom a notice has been issued under sub-section (2) of section 
139 (whether a return has been made or not)”, the words, brackets 
and figure “or in whose case the time allowed under sub-section (I) 
of that section for furnishing the return has expired” shall be subs¬ 
tituted; 

(b) clauses (i) and (ii) shall be re-numbered as clauses (ii) and 
(iii) thereof respectively, and before clause (ii) as so re-numberad, 
the following clause shall be inserted, namely:— 

“ (i) where such person has not made a return before the 
end of the relevant assessment year, to furnish a return of his 
income or the income of any other person in respect of which 
he is assessable under this Act, in the prescribed form and veri¬ 
fied in the prescribed manner and setting forth such other parti¬ 
culars as may be prescribed, or”. 
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48. For section 143 of the Income-tax Act, the following section shall 
be substituted, namely: — 


"143. (1) (a) Where a return has been made under section 139, 
or in response to a notice sub-section (1) of section 142,— 

({) if any tax or interest is found due on the basis of such 
return, after adjustment of any tax deducted at source, any ad¬ 
vance tax paid and any amount paid otherwise by way of tax 
or interest, then, without prejudice to the provisions of sub¬ 
section (2), an intimation shall be sent to the assessee specify¬ 
ing the sum so payable, and such intimation shall be deemed 
to be a notice of demand issued under section 156 and all the 
provisions of this Act shall apply accordingly; and 

(ii) if any refund is duje on the basis of such return, it shall 
be granted to the assessee: 

Provided that in computing the tax or interest payable by, or 
refundable to, the assessee, the following adjustments shall be made 
in the income or loss djeclared in the return, namely:— 

(i) any arithmetical errors in the return, accounts or docu¬ 
ments accompanying it shall be rectified; 

(ii) any loss carried forward, deduction, allowance or 
relief, which, on the basis of the information available in 
such return, accounts or documents, is prima facie admissible 
but which is not claimed in the return, shall be allowed; 

(Hi) any loss carried forward, deduction, allowance or relief 
claim|ed in th e return, which, on the basis of the information 
available in such .return, accounts or documents, is prima 
facie inadmissible, shall be disallowed. 

(b) Where, as a result of an order made under section 147 or 
section 154 or section 155 or section 250 or section 254 or section 260 
or section 262 or section 263 or section 264, or any order of settlement 
made under sub-section (4) of section 245D relating to any earlier 
assessment ytear and passed subsequent to the filing of the return 
referred to in clause (a ), there is any variation in the carry forward 
loss, deduction, allowance or relief claimed in the return, and as a 
result of which,— 

(i) if any tax or interest is found due, an intimation shall be 
sent to the assessee specifying the sum so payable, and such 
intimation shall be deemed to be a notico of demand issued under 
section 156 and all the provisions'of this Act shall apply accord¬ 
ingly, and 

(ii) if any refund is due, it shall be'granted to the assessee: 

Provided that an intimation for any tax or interest due under 
this clause shall not be sent after the expiry of four years from the 
end of the financial year in which any Such order was passed. 
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(2) In a case referred to in sub-section (2), if the Assessing 
Officer considers it necessary or expedient to ensure that the assessee 
has not understated the income or has not computed excessive loss 
or has not under-paid the tax in any manner, he shall serve on the 
assessee a notice requiring him, on a date to be specified therein, 
either to attend his office or to produce, or cause to be produced 
there, any evidence on which the assessee may rely in support of 
the return: 

Provided that no notice under this sub-section shall be served 
on the assessee after the expiry of the financial year in which the 
return is furnished or the expiry of six months from the end of the 
month in which the return is furnished, whichever is later. 

(3) On the day specified in the notice issued under sub-section 
(2), or as soon afterwards as may be, after hearing such evidence 
as the assessee may produce and such other evidence as the Assess¬ 
ing Officer may require on specified points, and after taking into 
account all relevant material which he has gathered, the Assessing 
Officer shall, by an order in writing, make an assessment of the 
total income or loss of the assessee, and determine the sum payable 
by him on the basis of such assessment.”. 

49. In section 144 of the Income-tax Act,— 

(a) in clause (a), for the words, brackets and figures “by any 
notice given under sub-section (2) of section 139”, the words, brackets 
and figures “under sub-section (2) of section 139” shall be substituted; 

(b) for the words “shall make the assessment”, the words “shall, 
after giving the assessee an opportunity of being heard, make the 
assessment" shall be substituted; 

(c) the words “or refundable to the assessee” shall be omitted; 

( d ) the following provisos shall be added at the end, namely: — 

“Provided that such opportunity shall be given by the As¬ 
sessing Officer by serving a notice calling upon the assessee to 
show cause, on a date and time to be specified in the notice, 
why the assessment should not be completed to the best of his 
judgment: 

Provided further that it shall not be necessary to give such 
opportunity in a case where a notice under sub-section (2) of 
section 142 has been Issued prior to the making of an assessment 
under this section.”. 

50. In section 144A of the Income-tax Act, sub-section (2) shall be 
omitted. 


51. Section 144B of the Income-tax Act shall be omitted- 
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52- In section 145 of the Income-tax Act, in sub-section (1), after 
the proviso, the following proviso shall be inserted, namely:— 

“Provided further that where no method of accounting Is re¬ 
gularly employed by the assessee, any income by way of interest on 
securities shall be chargeable to tax as the income of the previous 
year in which such interest is due to the assessee.”. 

53. 'Section 146 of the Income-tax Act shall be omitted. 


54. For sections 147 and 143 of the Income-tax Act, the following 
sections shall be substituted, namely:— 


“147. If the Assessing Officer, for reasons to be recorded by him 
in writing, is of the opinion that any income chargeable to tax has 
escaped assessment for any assessment year, he may, subject to the 
provisions of sections 148 to 153, assess or reassess such Income and 
also any other income chargeable to tax which has escaped assessment 
and which comes to his notice subsequently in the course of the pro¬ 
ceedings under this section, or recompute the loss or the depreciation 
allowance or any other allowance, as the case may be, for the assess¬ 
ment year concerned (hereafter in this section and in sections 148 to 
153 referred to as the relevant assessment year): 

Provided that where an assessment under sub-section (3) of 
section 143 or this section has been made, for the relevant assess¬ 
ment year, no action shall be taken under this section after the 
expiry of four years from the end of the relevant assessment year, 
unless any income chargeable to tax has escaped assessment for such 
assessment year by. reason of the failure on the part of the assessee 
to make a return under section 139 or in response to a notice issued 
under sub-section (1) of section 142 or section 148 or to disclose fully 
and truly all material facts necessary for his assessment for that 
assessment year. 

Explanation 1,—Production before the Assessing Officer of 
account books or other evidence from which material evidence 
could with due diligence have been discovered by the Assessing 
Officer will not necessarily ‘amount to disclosure within the mean¬ 
ing of the foregoing proviso, 

Escplanation 2.—For the purposes of this section, the following 
shall also be deemed to be cases where income chargeable to tax 
has escaped assessment, namely: — 

(a) where no return of income has been furnished by the 
assessee although his total income or the total income of any 
other person in respect of which he is assessable under this Act 
during, the previous year exceeded the maximum amount which 
Is not chargeable to income-tax; 
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( b ) where a return of income has been furnished by the 
assessee but no assessment has been made and it is noticed by 
the Assessing Officer that the assessee has understated the income 
or has claimed excessive loss, deduction, allowance or relief in 
the return; 

(c) where an assessment has been made, but— 

(i) income chargeable to tax has been underassessed; or 

(ii) such income has been assessed at too low a rate; or 

( iii ) such income has been made the subject of exces¬ 
sive relief under this Act; or, 

(iv) excessive loss or depreciation allowance or any 
other allowance under this Act has been computed. 

148. Before making the assessment, reassessment or recompu¬ 
tation under section 147, the Assessing Officer shall serve on the 
assessee a notice requiring him to furnish within ’such period, not 
being less than thirty days, as may be specified in the notice, a 
return of his income or the income of any other person in respect of 
which he is assessable under this Act during the previous year 
corresponding to the relevant assessment year, in the prescribed 
form and verified in the prescribed manner and setting forth such 
other particulars as may be prescribed; and the provisions of this 
Act shall, so far as may be, apply accordingly as if such return were 
a return required to be furnished under section 139.”. 

55. In section 149 of the Income-tax Act, for sub-section (1), the 
following sub-section shall be substituted, namely:— 

“(I) No notice under section 148 shall be issued for the rele¬ 
vant assessment year,—■ 

(a) in a case where an assessment under sub-section (3) of 
section 143 or section 147 has been made for such assessment 
year,— 

(i) if four years have elapsed from the end of the rele¬ 
vant assessment year, unless the case falls under sub-clause 

(ii) or sub-clause (iii); 

(ii) If four years, but not more than seven years, have 
elapsed from the end of the relevant assessment year unless 
the income chargeable to tax which has escaped assessment 
amounts to or is likely to amount to rupees fifty thousand 
or more for that year; 

(iii) if seven years, but not moit than ten years, have 
elapsed from the end of the relevant assessment year, unless 
the income chargeable to tax which has escaped assessment 
amounts to or is likely to amount to more than rupees one 
lakh or more for that year; 

(b) in any other case,— 

(i) if four years have elapsed from the end of the rele¬ 
vant assessment year, unless the case falls under sub-clause 
(ii) or sub-clause (iii); 
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(ii) if four years, but not more than seven years, have 
elapsed from the end of the relevant assessment year, unless 
the income chargeable to tax which has escaped assessment 
amounts to or is likely to amount to rupees twenty-live 
thousand or more for that year; 

(Hi) if seven years, but not more than ten years, have 
elapsed from the end of the relevant assessment year, unless 
the income chargeable to tax which has escaped assessment 
amounts to or is likely to amount to rupees fifty thousand 
or more for that year. 

Explanation .—In determining income chargeable to tax which 
das escaped assessment for the purposes of this Bub-section, the 
provisions of Explanation 2 of section 147 shall apply as they apply 
for the purposes of that section.”. 

56. In section 150 of the Income-tax Act, in sub-section (1), the 
words “or by a court in any proceeding under any other law” shall be 
added at the end. 

57. For section 151 of the Income-tax Act, the following section shall 
be substituted, namely: — 


“151. (I) In a case where an assessment under sub-section 
(3) of section 143 or section 147 has been made for the relevant 
assessment year, no notice shall be issued under section 148 except 
by an Assessing Officer of the rank of Assistant Commissioner or 
Deputy Commissioner: , 

Provided that, after the expiry of four years from the end of 
the relevant assessment year, no such notice shall be issued unless 
the Chief Commissioner or Commissioner is satisfied, on the reasons 
recorded by the Assessing Officer aforesaid, that it is a fit case for 
the issue of such notice. , 

(2) In a case other than a case falling under sub-section (1), no 
notice shall be issued under section 148 by an Assessing Officer, who 
is below the rank of Deputy Commissioner, after the expiry of four 
years from the end of the relevant assessment year, unless the 
Deputy Commissioner is satisfied, on the reasons recorded by such 
Assessing Officer, that it Is a fit case for the issue of such notice.'’. 

58. In section 152 of the Income-tax Act, in sub-section (2), for the 
words, brackets, letter and figures “in circumstances falling under 
clause (b) of section 147”, the words and figures "under section 147” 
shall be substituted. 

59. In section 153 of the Income-tax Act,— 

(a) for sub-section (1), the following sub-section shall be 
substituted, namely:— 1 

“(1) No order of assessment shall be made under section 

143 or section 144 at any time after the expiry of two years 
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from the end of the assessment year in which the income was 
first assessable,”; 

(b) for sub-section ( 2) t the following sub-section shall be 
substituted, namely:— 

“(2) No order of assessment, reassessment or recompu¬ 
tation shall be made under section 147 after the expiry of two 
years from the end of the financial year in which the notice 
under section 148 was served: 

Provided that where the notice under section 148 waa 
served on or before the 31st day of March, 1987, such assessment, 
reassessment or recomputation may be made at any time up to 
the 31st day of March, 1990."; 

(e) clause (iv) of Explanation 1 shall be omitted. 


60. In section 154 of the Income-tax Act, for sub-section (1), the 
following sub-section shall be substituted, namely: — 

“(1) With a view to rectifying any mistake apparent from the 
record an income-tax authority referred to in section 116 may— 

(a) amend any order passed by it under the provisions of 
this Act; 

(b) amend any intimation sent by it under sub-section (1) 
of section 143, or enhance or reduce the amount of refund 
granted by it under that sub-section.”. 

61. In section 155 of the Income-tax Act,— 

(a) in sub-section (1), in the opening paragraph, for the words 
‘‘Where in respect of any completed assessment of a partner in a 
firm”, the words, figures and letters “Where, in respect of any 
completed assessment of a partner in a firm for the assessment year 
commencing on the 1st day of April, 1989, or any earlier assessment 
year," shall be substituted; 

(b) sub-sections (3) and (13) shall be omitted; 

(c) sub-sections (5B), (6), (7A), (8), (8A), (9), (9A), (10), 
(10B) and (10C) shall be omitted with effect from the 1st day of 
April, 1992. 

62. In section 158 of the Income-tax Act, for the words “Whenever a 
registered firm is assessed”, the words, figures and letters “Whenever, In 
respect of the assessment year commencing on the 1st day of April, 1988, 
or any earlier assessment year, a registered firm is assessed” shall be 
substituted. 
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63. After section 158A of the Income-tax Act, the following Chapter 
shall be inserted, namely: — 

“CHAPTER XIV-B 


Charge of additional income-tax in certain cases 


Addi¬ 
tional in¬ 
come-tax. 


158B. (I) Where, in the case of any person, the total income 
determined in the regular assessment for any assessment year 
(hereafter in this section referred to as assessed income) exceeds 
the total income declared hi the return of income furnished by such 
person for that assessment year (hereafter in this section referred 
to as returned income) by any amount, the Assessing Officer shall 
make an order in writing that such person shall, apart from the sum 
determined as payable by him on the basis of the assessment under 
section 143 or section 144, be liable to pay, by way of additional 
income-tax, in respect of the said assessment year, a sum calculated 
on such excess amount at the rate of thirty per cent- 

(2) For the purposes of sub-section (1),— 

(a) where such person has furnished two or more returns 
of income for the same assessment year, the total income de¬ 
clared in the return furnished last before the service of a notice 
under sub-section (2) of section 143 on such person shall be 
treated as the returned income; 

(b) where such person fails to furnish the return of income 
in respect of any assessment year and the assessment for that 
year is made under section 144, the returned income shall be 
taken to be the total income on which tax, by way of advance 
tax, deduction of tax at source and otherwise, has been paid, 
and where no such tax has been paid, the returned income shall 
be taken to be nil ; 


(c) where such person fails to furnish a return of income for 
any assessment year under section 139, but furnishes such return 
after he is served with a notice under section 148, the returned 
income shall be taken to be the total income on which tax, by 
way of advance tax, deduction of tax at source and otherwise, 
has been paid, and where no such tax has been paid, the re¬ 
turned income shall be taken to be nil; 

(d) where such person has furnished a return of loss under 
sub-section (3) of section 139 for any assessment year, the addi¬ 
tional income-tax under sub-section (1) shall be calculated at 
the rate specified in that sub-section on the sum or, as the case 
may be, the aggregate of the sums by which the loss is reduced 
to a lower amount or, as the case may be, converted into a 
positive amount of income in the regular assessment. 

(3) Where, as a result of an order under section 147 or section 
154 or section 155 or section 250 or section 254 or section 260 or 
section 262 or section 263 or section 264 or an order of settlement 
passed under sub-section (4) of section 245D, the amount on which the 
additional income-tax is payable under sub-section ( 1) has been 
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increased or reduced, as the case may be, the additional income-tax 
shall be increased or reduced accordingly, and,— 

(i) in a case where the additional income-tax is increased, 
the Assessing Officer shall serve on the assessee a notice of demand 
in the prescribed form specifying the sum payable, and such notice 
of demand shall be deemed to be a notice under section 156 and 
all the provisions of this Act shall apply accordingly; 

(ii) in a case where the additional income-tax is reduced, the 
excess amount paid, if any, shall be refunded. 

(4) The Chief Commissioner or Commissioner may, in his discre¬ 
tion, whether on his own motion or otherwise, waive or reduce the 
amount of additional income-tax payable under sub-section ( 1 ) by 
any person, if he is satisfied that the whole or, as the case may be, 
any part of the excess amount referred to in that sub-section is attri¬ 
butable to any amount added or disallowed in computing the assessed 
income or loss as a result of the rejection of any explanation (by way 
of interpretation of any provision of this Act or otherwise) offered 
by such person, If such explanation is bona fide and all the facts re¬ 
lating to the same and material to the computation of the assessed 
income or loss have been disclosed by him: 

Provided that— 

(i) where an appeal before the Deputy Commissioner 
(Appeals) or the Commissioner (Appeals) has also been filed 
by the assessee against the order of assessment, the petition for 
waiver or reduction of the amount of additional Income-tax can 
be filed by the assessee only after the decision on such appeal; 

(ti) the petition for waiver or reduction of the amount of 
additional income-tax shall be accompanied by a fee of one 
hundred rupees. , 

(5) Where, in the course of a search under section 132, the 
assessee is found to be the owner of any money, bullion, jewellery or 
other valuable article or tiling and the assessee claims that such assets 
have been acquired by him by utilising (wholly or in part) his 
income,— 

(a) for any previous year which has ended before the date 
of the search, but the return of income for such year has not 
been furnished before the said date or, where s uch return has 
been furnished before the said date, such income has not been 
declared therein; or 

(b) for any previous year which is to end on or after the date 
of the search, 

then, notwithstanding that s&ch income is declared by him in any 
return of income furnished on or after the date of the search, such 
income shall not, for the purposes of liability to the additional income 
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tax under this section, be treated as forming part of the returned 
income, unless,— 

(i) such income is, or the transactions resulting in such 
income are, recorded,— 

(A) in a case falling under clause (a), before the date 
of the search; and 

(23) in a case falling under clause (b), on or before 
the date of the search, 

in the books of account, if any, maintained by him for any source 
of income or such income is otherwise disclosed to the Chief 
Commissioner or Commissioner before the said date; or 

(if) the assessee, in the course of the search, makes a state¬ 
ment under sub-section (4) of section 132 that the money, bullion, 
jewellery or other valuable article or thing found in his posses¬ 
sion or under his control, has been acquired out of his income 
which has not been disclosed so far in his return of Income to be 
furnished before the expiry of the time specified in sub-section 
(2) of section 139, and also specifies in the statement the manner 
in which such income has been derived and pays the tax together 
with interest, if any, in respect of such income 

(6) The additional income-tax payable under this section shall not 
be Included— 

(i) in the amount of the tax payable on the total income as 
determined on regular assessment, for the purposes of sub-section 
(I) of section 234A; or 

(li) in the amount of the assessed tax, for the purposes of 
sub-section (1) of section 234B,”. 

Amend¬ 
ment of 
section 
164. 


64. In section 164 of the Income-tax Act,— 

(a) in sub-aectlon (1),— 

(i) in the opening portion, for the brackets, figures and words 
“(2) Subject to the provisions of sub-sections (2) and (3), where”, 
the word "Where” shall be substituted; 
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(ii) in the first proviso, for the words “association of persona’*. 
In the two places where they occur, the word "individual” shall 
be substituted; 

(b) sub-sections (2) and (3), and Explanation 2 shall be omitted. 

65. In section 164A of the Income-tax Act, in the Explanation , clause 
(i) shall be omitted. 


Substitu¬ 
tion of 
new see* 
tions for 
section 
167A 


66. In Chapter XV of the Income-tax Act, for the sub-heading “DD .— 
Association of persons—special cases”, and section 167A below it, the 
following shall be substituted, namely — 

"DD.—Firms, association of persons and body of individuals 
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21 of 1860. 


Sec. 1] 


167A. In the case of a firm which is assessable as a firm, tax shall 
be charged on its total income at the maximum marginal rate. 


167B. (1) Where the individual shares of the members of an 
association of persons or body of individuals [other than a company 
or a co-operative society or a society registered under the Societies 
Registration Act, 1860 or under any law corresponding to that Act in 
force in any part of India] in the whole or any part of the income of 
such association or body are indeterminate or unknown, tax shall be 
charged on the total income of the association or body at the maxi¬ 
mum marginal rate. 

(2) Where, in the case of an association of persons or body of 
individuals as aforesaid [not being a case falling under sub-sot .ion 
(I)], the total income of any member thereof for the previous year 
(excluding his share from such association Or body) exceeds the 
maximum amount which is not chargeable to tax in the case of an 
individual under the Finance Act of the relevant year, tax shall be 
charged on the total income of the association or body at the maximum 
marginal rate: 

Provided that, where the total income of any member of such 
association or body (whether or not it exceeds the maximum amount 
aforesaid) is chargeable to tax at a rate which is higher than the 
maximum marginal rate, tax shall be charged on the total income 
of the association or body at such higher rate. 

Explanation. —For the purposes of this section, the individual 
shares Of the members of an association of persons or body of indivi¬ 
duals in the whole or any part of the income of such association or 
body shall be deemed to be indeterminate or unknown if such shares 
(in relation to the whole or any part of such income) are indetermi¬ 
nate or unknown on the date of formation of such association or body 
or at any time thereafter.". 

67. Sub-heading “A.—Assessment of firms” and sections 182 and 183 of 
the Income-tax Act shall be omitted. 


68. For the sub-heading “B ,—Registration of firms” before section 184, 
and for section 184, 185 and 186 of the Income-tax Act, th efollowing 

sections shall be substituted, namely: — 


“184. (1) A firm shall be assessed as a firm for the purposes of 
this Act, if— 

(i) the partnership is evidenced by an instrument; and 

(fi) the individual shares of the partner are specified in 
that instrument. 
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(2) A certified copy of the instrument of partnership referred 
to in sub-section ( 1 ) shall accompany the return of income of the 
firm of the previous year for the assessment year in respect of which 
assessment as a firm is first sought. 

Explanation .—For the purposes of this sub-section, the copy of 
the instrument of partnership shall be certified in writing by all 
the partners (not being minors) or, where the return is made after 
the dissolution of the firm, by all persons (not being minors) who 
were partners in the firm immediately before its dissolution and 
by the legal representative of any such partner who is deceased. 

(3) The return of income referred to in sub-section (2) shall be 
signed and verified by all the partners, not being minors. 

(4) Where a firm is assessed as such for any assessment, year,, 
it shall be assessed in the same capacity for every subsequent year 
if there is no change in the constitution of the firm or the shares 
of the partners as evidenced by the instrument of partnership on 
the basis of which the assessment as a firm was first sought. 

(5) Where any such change had taken place in the previous 
year, the firm shall furnish a certified copy of the revised instrument 
of partnership along with the return of income for the assessment 
year relevant to such previous year and all the provisions of this 
section shall apply accordingly. 

(6) Notwithstanding anything contained in the foregoing pro¬ 

visions of this section, where, in respect of any assessment year, there 
is, on the part of a firm any such failure as is mentioned in section 
144, the firm shall not be assessed as such for the said assessment 
year and, thereupon, the firm shall be assessed in the same manner 
as an association of persons, and all the provisions of this Act shall 
apply accordingly. | 

185. Where a firm does not comply with the provisions of section 
184 for any assessment year, the firm shall be assessed for that assess¬ 
ment year in the same manner as an association of persons, and all 
the provisions of this Act shall apply accordingly.". 


69- In section 187 of the Income-tax Act, in sub-section (1), the 
proviso shall be omitted. 

70. After section 188 of the Income-tax Act, the following section 
shall be inserted, namely: — 


“188A. Every person who was, during the previous year, a part¬ 
ner of a firm, and the legal representative of any such person who 
is deceased, shall be jointly and severally liable along with the firm 
for the amount of tax, penalty or other sum payable by the firm for 
the assessment year to which such previous year is relevant, and 
all the provisions of this Act, so far as may be, shall apply to the 
assessment of such tax or imposition or levy of such penalty or 
other sum.’’. 
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71. In section 189 of the Income-tax Act, the Explanation below sub¬ 
section (3) shall be omitted. 

72. In Chapter XVI of the Income-tax Act, after section 189, the 
following section shall be inserted, namely: — 


“189A. In relation to the assessment of any firm and its partners 
for the assessment year commencing on the 1st day of April, 1988, 
or any earlier assessment year, the provisions of this Chapter as 
they stood immediately before the date of commencement of the 
Direct Tax Laws (Amendment) Act, 1987, shall continue to apply.”. 


73. In section 194A of the Income-tax Act, in sub-section (3), clause 
(iv) shall be omitted with effect from th e 1st day of April, 1988. 


74. After section 194D of the Income-tax Act, the following section 
shall be inserted with effect from the 1st day of April, 1988, namely: — 


“194E. (1) Any person assessable as a firm who is responsible for 
paying to a partner any income by way of,— 

(a) interest on capital or any other sum borrowed by it from 
the partner; 

(b) salary, bonus, commission or remuneration, by whatever 
name called, 

shall at the time of credit of such income to the account of the payee 
or at the time of payment thereof in cash or by the issue of a cheque 
or draft or by any other mode, whichever is earlier, deduct income- 
tax on the estimated amount of the interest or, as the case may be, 
salary, bonus, commission or remuneration aforesaid due to the 
partner during the financial year at the average rate of income-tax 
computed on the basis of the rates in force for that financial year in 
which such income is credited or paid to the partner. 

(2) Where, during the financial year, an assessee derives such 
income simultaneously from more than one firm or where he was 
successively a partner in more than one firm, he may furnish to the 
firm responsible for making the payment referred to in sub-section 
(1) (being one of the said firms as the assessee may, having regard 
to the circumstances of his case, choose), such details of the payments 
referred to in sub-section ( 1 ) due or received by him from the other 
firm or firms, the lax deducted at source therefrom and such other 
particulars, in such form and verified in such manner as may be 
prescribed, and thereupon the firm responsible for making the 
payment referred to above shall take into account the details so 
furnished for the purposes of making the deduction under sub-section 

(D- 

(3) Where an assessee who receives the payments referred to in 
sub-section (1) has, in addition, any income other than th e income 


Amend¬ 
ment of 
sectien 
189. 

Insertion 
of new 
section 

189A 

Pro¬ 
visions 
appli¬ 
cable to 
past 
assess- 
menta of 

firms. 

Amend¬ 
ment of 
section 
194 A. 

Insertion 
of new 
section 
194E. 

Interest, 

salary, 

bonus, 

commission 

or 

remunera¬ 
tion to 
partners. 



Substitu¬ 
tion of 
new 
sections 
for 

section 

196 . 

Interest 

or 

dividend or 
other 
sums 
payable 
to Govern¬ 
ment, 
Reserve 
Bank 
or certain 
corpora¬ 
tions 


Tax not 
to be 
deducted 
from 
any 
sums 
payable 
to unit- 
holders 
of Mutual 
Fund. 


THE GAZETTE OF INDIA EXTRAORDINARY [Part II— 


referred to in sub-section (I) (not being a loss under any head of 
income) for the same financial year, he may send to the firm respon¬ 
sible for making the payment referred to in sub-section (1) the 
particulars of such other income and of any tax deducted thereon 
under any other provision of this Chapter, in such form and verified 
in such manner as may be prescribed and thereupon the firm res¬ 
ponsible as aforesaid shall take such other income and the tax, if 
any, deducted thereon also into account for the purposes of making 
the deduction under sub-section (2): 

Provided that this sub-section shall not in any case have the 
effect of reducing the tax deductible from the payments referred to 
in sub-section (1) below the amount thai would be so deductible if 
the other income and the tax deducted thereon had not been taken 
into account. 

(4) The firm responsible for making the payment referred to in 
sub-section (1) may, at the time of making any deduction, increase 
or reduce the amount to be deducted under this section for the purpose 
of adjusting any excess or deficiency arising out of any previous 
deduction or failure to deduct during the financial year.'’. 

75- For section 196 of the Income-tax Act, the following sections shall 
be substituted with effect from the 1st day of April, 1988, namely: — 


“196. Notwithstanding anything contained in the foregoing provi¬ 
sions of this Chapter, no deduction of tax shall be made by any person 
from any sums payable to— 

(i) the Government, or 

(ii) the Reserve Bank of India, or 

(Hi) a corporation es'ablished by or under a Central Act 
which is. under any law for the lime being in force, exempt from 
income-tax on its income, or 

(iv) a Mutual Fund specified under clause ( 23D ) of section 

10 , 

where such sum is payable t,u it by way of interest or dividend in 
respect of any securities or shares owned by it or in which it has 
full beneficial interest, or any other income accruing or arising to it. 

196A. Notwithstanding anything contained in th e foregoing 
provisions of this Chapter, no deduction of tax shall be made by a 
public sector bank or a public financial institution referred to in 
clause (23D) of section 10 from any sums payable to unit-holders 
of a Mutual Fund snecified under that clause.'’. 
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76. For sections 207 and 208 of the Income-tax Act, the following 
sections shall be substituted with effect from the 1st day of April, 1988, 
namely: — 


‘207. Tax shall he payable in advance during any financial 
year, in accordance with the provisions of sections 208 to 219 (both 
inclusive), in respect of the total income of the assessee which would 
be chargeable to tax for the assessment year immediately following 
that financial year, such income being hereafter in this Chapter refer¬ 
red to as “current income”. 

208. Advance tax shall be payable during a financial year in 
every case where the amount of such tax payable by the assessee 
during that year, as computed in accordance with the provisions of 
this Chapter, is one thousand five hundred rupees or more.’. 

77. In section 209 of the Income-tax Act, with effect from the 1st day 
of April, 1988,— 

(a) for sub-section (1), the following sub-section shall be 
substituted, namely: — 

“(1) The amount of advance tax payable by an assessee in 
the financial year shall, subject to the provisions of sub-sections 
(2) and (3), be computed as follows, namely:— 

(a) where the calculation is made by the assessee for 
the purposes of payment of advance tax under sub-section 

(2) or sub-section (2) or sub-section (5) or sub-section (6) 
of section 210, he shall first estimate his current income and 
income-tax thereon shall be calculated at the rates in force In 
the financial year; 

(b) where the calculation is made by the Assessing 
Officer for the purpose of making an order under sub-section 

(3) of section 210, the total income of the latest previous 
year in respect of which Ihe assessee has been assessed by 
way of regular assessment or the total income returned by 
the assessee in any return of income furnished by him for 
any subsequent previous year, whichever is higher, shall be 
taken and income-tax thereon shall be calculated at the rates 
in force in the financial year; 

(c) where the calculation is made by the Assessing 
Officer for the purpose of making an amended order under 
sub-section (4) of section 210, the total income declared 
in the return furnished by the assessee for the later previous 
year, or, as the case may be, the total income in respect of 
which the regular assessment, referred to in that sub-section 
has been made, shall be taken and income-tax thereon shall 
be calculated at the rates in force in the financial year; 

(d) the income-tax calculated under clause (a) or 
clause (b) or clause (c) shall, in each case, be reduced by 
the amount of income-tax which would be deductible at 


Substi¬ 
tution of 
new sec¬ 
tions for 
sections 
207 and 
208. 

Liabi¬ 
lity for 
payment 
of ad- 
'.a nee lax. 


Condi¬ 
tions of 
liability 
to pay ad¬ 
vance tpx. 

Amend¬ 
ment of 
section 
209. 



52 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part II- 


Ooifeaion 

ol 

section 

209A. 


source during the said financial year under any provision 
of this Act from any income (as computed before allowing 
any deductions admissible under this Act) which has been 
taken into account in computing the current income or 
as the case may be, the total income aforesaid; and the 
amount of income-tax as so reduced shall be the advance tax 
payable.”; 

(b) in sub-section (2),~~ 

(i) in clause (a),— 

(A) in the opening portion, for the words, brackets, 
figures and letter “where the assessee sends a statement 
under sub-section (1) of section 209A or where the Income- 
tax Officer makes an order under sub-section ( 1) or sub¬ 
section (3) of section 210”, the words, brackets and figures 
“where the Assessing Officer makes an order under sub¬ 
section (3) or sub-section (4) of section 210” shall be 
substituted; 

(B) for sub-clause (ii), the following sub-clause shall 
be substituted, namely:— 

“(if) if the total income declared by the assessee 
for the later previous year referred to in sub-section 
(4) of section 210 forms the basis of computation of 
advance tax, the net agricultural income as returned 
by the assessee in the return of income for the assess¬ 
ment year relevant to such later previous year;”; 

(fi) for clause (b), the following clause shall be substituted, 
namely:— 

“(b) in cases where the advance tax ia paid by the 
assessee on the basis of his estimate of his current income 
under sub-section (1) or sub-section ( 2 ) or sub-section (5) or 
sub-section (6) of section 210, the net agricultural income, as 
estimated by him, of the period which would be the previous 
yea r for the immediately following assessment year;”; 

(c) In sub-section (3),— 

(f) in the opening portion, for th e words and figures “under 
section 210”, the words, brackets and figures “under sub-section 
(3) or sub-section (4) of section 210” shall be substituted; 

(if) in clause (b), for the words, figures and letter “on the 
basis of which tax has been paid by the Hindu undivided family 
under section 140A”, the words, figures and brackets “in respect 
of which a return of income is furnished by the Hindu undivided 
family under section 139 or in response to a notice under sub¬ 
section (I) of section 142” shall be substituted. 

78. Section 209A of the Income-tax Act shall be omitted with effect 
from the 1st day of April, 1988. 
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79. For section 210 of the Income-tax Act, the following section shall 
be substituted with effect from the 1st day of April, 1988, namely: — 


“210. (1) Every person who is liable to pay advance tax under sec¬ 
tion 208 (whether or not he has been previously assessed by way of 
regular assessment) shall, of his own accord, pay, on or before each 
of the due dates specified in section 211, the appropriate percentage, 
specified in that section, of the advance tax on his current income, cal¬ 
culated in the manner laid down in section 209. 

(2) A person who pays any instalment or instalments of advance 
tax under sub-section (1), may increase or reduce the amount of ad¬ 
vance tax payable in the remaining instalment or instalments to accord 
with his estimate of his current income and the advance tax payable 
thereon, and make payment of the said amount in the remaining in¬ 
stalment or instalments accordingly. 

(3) In the case of a person who has been already assessed by way 
of regular assessment in respect of the total income of any previous 
year and who has not paid any advance tax under sub-section (I), 
the Assessing Officer, if he is of opinion that such person is liable to 
pay advance tax, may, at any time during the financial year but not 
later than the last day of February, by order in writing, require such 
person to pay advance tax calculated in the manner laid down in 
section 209, and issue to such person a notice of demand under section 
156 specifying the instalment or instalments in which such tax is to 
be paid. 

(4) If, after the making of an order by the Assessing Officer under 
sub-section (3) and at any time before the 1st day of March, a return 
of income is furnished by the assessee under section 139 or in 
response to a notice under sub-section (1) of section 142, or a 
regular assessment of the assessee is made, in respect of a previous 
year later than that referred to in sub-section (3), the Assessing Officer 
may make an amended orde r and issue to such assessee a notice of 
demand under section 156 requiring the assessee to pay, on or 
before the due date or each of the due dates specified in section 211 
falling after the date of the amended order, the appropriate percentage, 
specified in section 211, of the advance tax computed on the basis of 
the total income declared in such return or in respect of which the 
regular assessment aforesaid has been made. 

(5) A person who is served with an order of the Assessing Officer 
under sub-section (3) or an amended order under sub-section (4) may, 
if in his estimation the advance tax payable on his current income 
would be less than the amount of the advance tax specified in such 
order or amended order, send an intimation in th e prescribed form 
to the Assessing Officer to that effect and pay such advance tax as 
accords with his estimate, calculated in the manner laid down in 
section 209, at the appropriate percentage thereof specified in section 
211, on or before the due date or each of the due dates specified In 
section 211 falling after the date of such Intimation. 
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(6) A person who is served with an order of the Assessing Officer 
under sub-section (3) or amended order under sub-section (4) shall, If 
in his estimation the advance tax payable on his current income would 
exceed the amount of advance tax specified in such order or amended 
order or intimated by him under sub-section (5), pay on or before 
the due date of the last instalment specified in section 211, the appro¬ 
priate part or, as the case may be, the whole of such higher amount 
of advance tax as accords with his estimate, calculated in the manner 
laid down In section 209.’*- 

80. For section 211 of the Income-tax Act, the following section shall 
be substituted with effect from the 1st day of April, 1988, namely: — 


“211. (1) Advance tax on the current income, calculated in the 
manner laid down In section 209 shall be payable by all the assessees 
who are liable to pay the same in three instalments during each finan¬ 
cial year, the due date of, and the amount payable In, each such instal¬ 
ment being as specified in the following Table! 

Table 


Due date of instalment Amount payable 

On or before the 15th September Not loss than twenty per cent, of 

such advance tax. 

On or before the 15th December Not less than fifty per cent, of 

such advance tax, as reduced by the 
amount, if any, paid in the earlier 
instalment 

On or before the 15th March The whole amount of such ad¬ 

vance tax ns reduced by the amount 
or amounts, If any, paid in the earlier 
instalment or instalments: 

Provided that any amount paid by wav of advance tax on or before 
the 31st day of March shall also be treated as advance tax paid during 
the financial year ending on that day for all the purposes of this Act. 

(2) If the notice of demand issued under section 156 in pursuance 
of an order of the Assessing Officer under sub-section (3) or sub-section 
(4) of section 210 is served after any of the due dates specified in sub¬ 
section (1), the appropriate part or, as the case may be, the whole of 
the amount of the advance tax specified in such notice shall be payable 
on or before each of such of those dates as fall after the date of service 
of the notice of demand.”. 

81. Sections 212 and 213 of Hie Income-tax Act shall be omitted with 
effect from the 1st day of April, 1988. 
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82. in section 214 ol the Income-tax Act,— 

(a) in sub-section (1AA), after the word and figures “section 
264”, the words, brackets, figures and letter “or an order of the 
Settlement Commission under sub-section (4) of section 245D’’ shall 
be inserted; 

(h) after sub-section (2), the following sub-section shall be 
inserted, namely: — 

“(3) This section and sections 215, 216 and 217 shall not apply in 
respect of any assessment for the assessment year commencing on the 
1st day of April, 1989 or any subsequent assessment year and, in the 
application of the said sections to the assessment for any earlier assess¬ 
ment year, references therein [except in sub-section (1A) and sub¬ 
section (31 of section 215] to the other provisions of this Act shall 
be construed as references to those provisions as for the time being in 
force and applicable to the relevant assessment year.’’, 

83. In section 215 of the Income-tax Act, in sub-section (3), after the 
word and figures “section 264”, the words, brackets, figures and letter 
“or an order of the Se’tlcrnent Commission under sub-section (4) of 
m lion 245D” shall he inserted. 

84. For section 218 of the Income-tax Act. the following section shall 
be substituted with effect from the 1st day of April, 1988, namely: — 


“218. If any assessee doe« not pay on the date specified in sub¬ 
section (1) of section 211, any instalment of advance tax that he is 
required to pay by an order of the Assessing Officer under sub-section 
(3) or sub-section (4) of section 210 and does not, on or before the 
date on which any such instalment as is not paid becomes due, send 
to the Assessing Officer an intima! : on under sub-section (51 of section 
210 or does not pay on the basis r f hi- estimate o[ h ; s current income 
the advance tax payable by him under sub-section (fi) of section 210, 
he shal* be deemed 1o be an assessee in default in respect of such instal¬ 
ment or instalments. M . 

85 In sclioa 220 of the Income-tax Act,— 

(ct) in sub-section (11, for the words “thirty-five days", wherever 
they occur, the words “thirty days" shall be substituted; 

(b) in sub-section (2),— 

(i) for the words, brackets and figures “fifteen per cent, per 
annum from the day commencing after the end of ihe period 
mentioned in sub-section (!)", the words, brackets and figure 
“one and one-half per e^nt. for every rn 'nth or part of a month 
cirnorised in the period commencing from the dav immedia’elv 
following the end of the period mentioned in sub-section (1) and 
ending with the day on which the amount is paid" shall be 
substituted; 
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(it) in the proviso, after the word and figures “section 264", 
the words, brackets, figures and letter “or an order of the Settle¬ 
ment Commission under sub-section (4) of section 245D” shall 
be inserted; 

(iii) after the proviso, the following proviso shall be Inserted, 
namely: — 

“Provided further that in respect of any period commen¬ 
cing on or before the 31st day of March, 1989 and ending after 
that date, such interest shall, In respect of so much of Buch 
period as falls after that date, be calculated at the rate of one 
and one-half per cent, for every month or part of a month.". 

86. In section 222 of the Income-tax Act,— 

(a) in sub-section (1), for the portion beginning with the word* 
“When an assessee is in default" and ending with the words “in accord¬ 
ance with the rules laid down in the Second Schedule—”, the follow¬ 
ing shall be substituted, namely: — 

‘When an assessee is in default or is deemed to be in default in 
making a payment of tax, the Tax Recovery Officer may draw up 
under his signature a statement in the prescribed form specifying 
the amount of arrears due from the assessee (such statement being 
hereafter in this Chapter and in the Second Schedule referred to 
as “certificate") and shall proceed to recover from such assessee 
the amount specified in the certificate by one or more of the modes 
mentioned below, in accordance with the rules laid down in the 
Second Schedule— 

(b) for sub-section (2), the following sub-section shall be substi¬ 
tuted, namely:— 

“(2) The Tax Recovery Officer may take action under sub¬ 
section (I), notwithstanding that proceedings for recovery of the 
arrears by tiny other mode have been taken.". 

87. For sections 223, 224 and 225 of the Income-tax Act, the following 
sections shall be substituted, namely:— 


“223. (2) The Tax Recovery Officer competent to take action under 
section 222 shall be¬ 
ta) the Tax Recovery Officer within wnose jurisdiction the 
assessee carries on his business or profession or within whose 
jurisdiction the principal place of his business or profession i» 
situate, or 

(b) the Tax Recovery Officer within whose jurisdiction the 
assessee resides or any movable or immovable property of the 
assessee Is situate, 
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the jurisdiction for this purpose being the jurisdiction assigned to the 
Tax Recovery Officer under the orders or directions issued by the 
Board, or by the Chief Commissioner or Commissioner who is authori¬ 
sed in this behalf by the Board in pursuance of section 120. 

(2) Where an assessee has property within the jurisdiction of more 
than one Tax Recovery'Officer and the Tax Recovery Officer by whom 
the certificate Is drawn up— 

(a) is not able to recover the entire amount by sale of the 
property, movable or immovable, within his jurisdiction, or 

(b) is of the opinion that, for the purpose of expediting or 
securing the recovery of the whole or any part of the amount under 
this Chapter, It is necessary so to do, he may send the certificate 
or, where only a part of the amount is to be recovered, a copy 
of the certificate certified in the prescribed manner and specifying 
the amount to be recovered to a Tax Recovery Officer within whose 
jurisdiction the assessee resides or has property an^thereupon, 
that Tax Recovery Officer shall also proceed to recover the amount 
under this Chapter as If the certificate or copy thereof had been 
drawn up by him. 

224. It shall not be open to the assessee to dispute the correctness 
of any certificate drawn up by the Tax Recovery Officer on any ground 
whatsoever, but it shall be lawful for the Tax Recovery Officer to can¬ 
cel the certificate If, for any reason, he thinks It necessary so to do, or 
to correct any clerical or arithmetical mistake therein. 


225. (1) It shall be lawful for the Tax Recovery Officer to grant 
time for the payment of any tax and when he does so, he shall stay 
the proceedings for the'recovery of such tax until the expiry of the 
time so granted. 

(2) Where the order giving rise to a demand of tax for which a 
certificate has been drawn up Is modified in appeal or other proceeding 
under this Act, and, as a consequence thereof, the demand is reduced 
but the order is the subject-matter of further proceeding under this Act. 
the Tax Recovery Officer shall stay the recovery of such part of the 
amount specified in the, certificate as pertains to the said reduction for 
the period for which the appeal or other proceeding remains pending. 

(3) Where a certificate has been drawn up and subsequently the 
amount of the outstanding demand is reduced as a result of an 
appeal or other proceeding under this Act, the Tax Recovery Officer 
shall, when the order which was the subject-matter of such appeal or 
other proceeding has become Anal and conclusive, amend the certifi¬ 
cate, or cancel it, as the case may be.”. 

88, In section 226 of the Income-tax Act,— 

(a) for sub-section (1), the following sub-sections shall be 
substituted, namely: — 

"(1) Where no certificate has been drawn up under section 
222, the Assessing Officer may recover the tax by any one or more 
of the modes provided in this section. 
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(1A) Where a certificate has beep drawn up under section 
222, the Tax Recovery Officer may, without prejudice to the 
modes of recovery specified in that section, recover the tax by 
any one or more of the modes provided in this section.”; 

(b) in sub-sections (2), (3), (4) and (5), for the words “Income- 
tax Officer”, wherever they occur, the words “Assessing Officer or 
Tax Recovery Officer” shall be substituted. 

89. Section 228 of the Income-tax Act" shall be omitted/ 


90. In section 22&A of the Income-tax Act,— 

(a) in sub-section (I), in clause (a), for the words “specified in 
a certificate received from an Income-tax Officer”, the words and 
figures “specified in a certificate drawn up by him under section 

222” flfcall be substituted; 

/ . 

(b) for sub-section (2), the following sub-section shall be sub¬ 
stituted, namely:— 

“(2) Where an assessee is in default or is deemed to be in 
default in making a payment of tax, the Tax Recovery Officer 
may, if the assessee has property in a country outside India 
(being a country with which the Central Government has en¬ 
tered into an agreement for the recovery of income-tax under 
this Act and the corresponding law in force in that country), 
forward to the Board a certificate drawn up by him under section 
222 and the Board may take such action thereon as it may deem 
appropriate having regard to the terms of the agreement with 
such gountry.”, 

91. In section 230 of the Income-tax Act, in sub-seotion (1), for the 
portion beginning with the words “no person who is not domiciled In 
India”, and ending with the words “shall leave the territory of India”, 
the following shall be substituted, namely: — 

“no person— 

(a) who is not domiciled in Indid; or 

(b) who is domiciled in India at the time of his departure, 
but— 


(i) intends to leave India as an emigrant; or 

(ii) intends to proceed to another country on a work 
permit with the object of taking up any employment or 
other occupation in that country; or 

(iil) in respect of whom circumstances exist which in 
the opinion of an income-tax authority, render it necessary 
for him to obtain a certificate under this section. 


■hall leave the territory of India”. 
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fli. In section 230IA of the Income-tax Act, in sub-section (1), for 
the words “fifty thousand rupees”, the words “one lakh rupees” shall be 
substituted. 

93. Section 231 of the Income-tax Act shall be omitted. 


94. In Chapter XVII of the Income-tax Act, after section 234, the 
following heading and sections shall be inserted, namely: — 


‘F.—interest chargeable in certain cases 

234A. (1) Where the return of income for any assessment year 
under sub-section (1) or sub-section ( 4 ) of section 139, or in response 
to a notice under sub-section (1) of section 142, is furnished after 
the due date, or is not furnished, the assessee shall be liable to 
pay simple interest at the rate of two per cent, for every month or 
part of a month comprised in the period commencing on the date 
immediately following the due date, and,— 

(a) where the return is furnished after the due date, ending 

on- the date of furnishing of the return; or 

(b) where no return has been furnished, ending on the date 

of completion of the assessment under section 144, 

on the amount of the tax on the total income as determined on re¬ 
gular assessment as reduced by the advance tax, if any, paid and 
any tax deducted at source. 

Explanation 1.—In this section, “due date” means the date spe¬ 
cified in sub-section (1) of section 139 as applicable in the case of 
the assessee. 

Explanation 2.—-In this sub-section and sub-section (3), “tax 
on the total income as determined on regular assessment” shall not 
include the additional income-tax, if any, payable under section 158B. 

Explanation 3.—Where, in relation to an assessment year, an 
assessment is made for the first time under section 147, the assess¬ 
ment so made shall be regarded as a regular assessment for the 
purposes of this section. 

(2) The interest payable under sub-section (1) shall be reduced 
by the interest, if any, paid under section 140A towards the interest 
chargeable under this section. 

(3) Where the return of income for any assessment year, re¬ 
quired by a notice under section 148 Issued after the completion of 
an assessment under sub-section (3) of section 143 or section 144 or 
section 147, is furnished after the expiry of the time allowed under 
such notice, or is not furnished, the assessee shall be liable to pay 
simple interest at the rate of two per cent-, for every month or part 
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ef a month comprised In the period commencing on the day Imme¬ 
diately following the expiry of the time allowed as aforesaid, and,— 

(a) where the return is furnished after the expiry of the 
time aforesaid, ending on-the date of furnishing the return; or 

(b) where no return has been furnished, ending on the date 
of completion of the re-assessment or re-computation under 
section 147, 

on the amount by which the tax on the total income determined on 
the basis of such re-assessment or re-computation exceeds the tax 
on the total income determined on the basis of the earlier assessment 
aforesaid. 

Explanation .—In this sub-section, “tax on the total income 
determined on the basis of the re-assessment or re-computation 
under section 147“ shall not include the additional income-tax, if 
any, payable under section 158B. 

(4) Where, as a'result of an order under section 154 or section 
155 or section 250 or section 254 or section 260 or section 262 or 
section 263 or section 264 or an order of the Settlement Commission 
under sub-section (4) of section 245D, the amount of tax on which 
interest was payable under sub-section (1) or sub-section (3) of this 
section has been increased or reduced, as thie case may be, the 
interest shall be increased or reduced accordingly, and— 

(i) in a case where the interest Is increased, the Assessing 
Officer shall serve on the assesses a notice of demand In the 
prescribed form specifying the sum payable, and such notice of 
demand shall be deemed to be a notice under section 156 and the 
provisions of this Act shall apply accordingly; 

(ii) In a case where the interest is reduced, the excess in¬ 
terest paid, if any, shall be refunded. 

(5) The provisions of this section shall apply in respect of assess¬ 
ments for the assessment year commencing on the 1st day of April, 
1089 and subsequent assessment years. 

234B. ( 1 ) Subject to the other provisions of this section, where, 
in any financial year, an assessee who is liable to pay advance tax 
under section 20S has failed to pay such tax or, where the advance 
tax paid by such assessee under the provisions of section 210 Is 
less than ninety per cent, of the assessed tax, the assessee shall be 
liable to pay simple interest at the rate of two per cent, for every 
month or part of a month comprised in the period from the 1st day 
ef April next following such financial year to the date of the regular 
assessment, on an amount equal to the assessed tax or, as the cade 
may be, on the amount by which the advance tax paid as aforesaid 
falls short of the assessed tax. 

Explanation 1.—In this section, “assessed tax” means the tax 
on the total Income determined on the basis of the regular asseee- 
ment, as reduced by the amount of tax deducted at source in ae- 
eordahc* with the provisions of Chapter XVHB on any income 
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wb'ch is subject to such deduction and which is taken into account 
in computing such total income. 

Explanation 2.—Where in relation to an assessment year, an 
assessment is made for the first time under section 147, the assess¬ 
ment so made shall be regarded as a regular assessment for the 
purposes of this section. 

Explanation 3.—In Explanation 1 and in sub-section (3), “tax 
on the total income determined on the basis of the regular assess¬ 
ment” shall not include the additional income-tax, if any, payable 
under section 158B.. 

(2) Where, before the date of completion of a regular assessment, 
tax is paid by the assessee under section 140A or otherwise,— 

(i) interest shall be calculated in accordance with the fore¬ 
going provisions of this section up to the date on which the tax 
is so paid, and reduced by the interest, if any, paid under section 
140A towards the interest chargeable under this section; 

(ii) thereafter, interest shall be calculated at the rate afore¬ 
said on the amount by which the tax bo paid together with the 
advance tax paid falls short of the assessed tax. 

(3) Where, as a result of an order of re-assessment or re-compu- 
tation under section 147, the amount on which interest was payable 
under sub-section ( 1 ) is increased, the assessee Bhall be liable to 
pay simple interest at the rate of two per cent, for every month or 
part of a month comprised in the period commencing on the day 
following the date of the regular assessment referred to in tub- 
section (1) and ending on the date of the re-assessment or re-compu¬ 
tation under section 147, on the amount by which the tax on the 
total income determined on the basis of the re-assessment or re-com¬ 
putation exceeds the tax on the total income determined on the 
basis of the regular assessment aforesaid. 

Explanation. —In this sub-section “tax on the total income deter¬ 
mined on the basis of the re-assessment or re-computation under sec¬ 
tion 147” shall not include the additional income-tax, if any, pay¬ 
able under section 158B. 

(4) Where, as a result of an order under section 154 or section 
.155 or section 250 or section 254 or section 260 or section 262 or sec¬ 
tion 263 or section 264 or an order of the Settlement Commission 
under sub-section (4) of section 245D, the amount on which interest 
was payable under sub-section (1) ox sub-section (3) has been increas¬ 
ed or reduced, as the case may be, the interest shall be increased 
or reduced accordingly, and— 

(i) in a case where the interest is increased, the Assessing 
Officer shall serve on the assessee a notice of demand in the 
prescribed form specifying the sum payable and such notice of 
demand shall be deemed to be a notice under section 159 and 
the provisions of this Act shall apply accordingly; 
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(ii) in a case where the interest is reduced, the excess in¬ 
terest paid, if any, shall be refunded. 

(5) The provisions of this section shall apply in respect of as¬ 
sessments for the assessment year commencing on the 1st day of 
April, 1989 and subsequent assessment years. 

234C. (1) Where in any financial year, the advance tax paid by 
the assessee on his current income on or before the 15th day of 
September is less than twenty per cent, of the tax due on the re¬ 
turned income or the amount of such advance tax paid on or before 
the 15th day of December is less than fifty per cent, of the tax due 
on the returned income, then, the assessee shall be liable to pay 
simple interest at the rate of one and one-half per cent, per month 
of the shortfall from for a period of three months on the amount of 
the shortfall from twenty per cent, or, as the case may be, fifty per 
cent, of the tax due on the returned income. 

Explanation .—In this section, “tax due on the returned income” 
means the tax chargeable on the total income declared In the return 
of income furnished by the assessee for the assessment year com¬ 
mencing on the 1st day of April immediately following the financial 
year in which the advance tax is paid, as reduced by the amount 
of tax deductible at source in accordance with the provisions of 
Chapter XVIIB on any income which is subject to such deduction 
and which is taken into account in computing such total income. 

( 2 ) The provisions of this Section shall apply in respect of assess¬ 
ments for the assessment year commencing on the 1st day of April, 
1989 and subsequent assessment years.’. 

95- To section 240 of the Income-tax Act, the following proviso shall 
be added, namely:— 

“Provided that where, by the order aforesaid,— 

(a) an assessment is set aside or cancelled and an order of 
fresh assessment is directed to be made, the refund, if any, 
shall become due only on the making of such fresh assessment; 

(b) the assessment is annulled, the refund shall become 
due only of the amount, if any, of the tax paid in excess of 
the tax chargeable on the total income returned by the 
adsessee.”. 

96. In section 243 of the Income-tax Act, after sub-section (2), the 
following sub-section shall be inserted, namely: — 

“(3) The provisions of this section shall not apply in respect 
of any assessment for the assessment year commencing on the 1st 
day of April, 1989 or any subsequent assessment years.’’. 

97. In section 244 of the Income-tax Act, after sub-section (2), the 
following sub-section shall be inserted, namely:— 

"(3) The provisions of this section shall not apply in respect of 
any assessment for the assessment year commencing on the 1st day 
of April, 1989 or any subsequent assessment years.”. 
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98. After section 244 of the Income-tax Act, the following section 
shall be inserted, namely: — 


“244A. (1) Where, in pursuance of any order passed under this 
Act, refund of any amount becomes due to the assessee, he shall, 
subject to the provisions of this section, be entitled to receive, In 
addition to the said amount, simple interest thereon calculated in 
the following manner, namely:— 

(a) where the refund is out of any tax paid by way of 
advance tax or treated as paid under section 199, during the 
financial year immediately preceding the assessment year, such 
interest shall be calculated at the rate of one and one-half per 
cent, for every month or part of a month comprised in the 
period from the 1st day of April of the assessment year to the 
date on which the refund is granted: 

Provided that no interest shall be payable if the amount of 
refund is less than ten per cent- of the tax as determined on 
regular assessment; 

(b) in any other case, such interest shall be calculated at 
the rate of one and one-half per cent- for every month or part 
of a month comprised in the period or periods from the date 
or, as the case may be, dates of payment of the tax or penalty to 
the date on which the refund is granted. 

Explanation .—For the purposes of this clause > “date of payment 
of tax or penalty” means the date on and from which the amount of 
tax or penalty specified in the notice of demand issued under section 
156 is paid in excess of such demand. 

(2) If the proceedings resulting in the refund are delayed for 
reasons attributable to the assessee, whether wholly or in part, the 
period of the delay so attributable to him shall be excluded from 
the period for which interest is payable, and where any question 
arises as to the period to be excluded, it shall be decided by the 
Chief Commissioner or Commissioner whose decision thereon shall 
be final. 

(3) Where, as a result of an order under section 147, or section 154 
or section 155 or section 250 or section 254 or section 260 or section 
262 or section 263 or section 264 or an order of the Settlement Com¬ 
mission under sub-section (4) of section 245D, the amount on which 
interest was payable under sub-section ( 1 ) has been increased or 
reduced, as the case may be, the interest shall be increased or 
reduced accordingly, and in a case where the interest is reduced, 
the Assessing Officer shall serve on the assessee a notice of 
demand in the prescribed form specifying the amount of the excess 
interest paid and requiring him to pay such amount; and such notice 
of demand shall be deemed to be a notice under section 156 and the 
provisions of this Act shall apply accordingly. 
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(4) The provisions of this section shall apply in respect of 
assessments for the assessment year commencing on the 1st day of 
April, 1989, and subsequent assessment years.”. 

89. In Chapter XX of the Income-tax Act, for the sub-heading “A— 
Appeals to the Appellate Assistant Commissioner and Commissioner 
.(Appeals)’’ and section 248, the following sub-heading and sections shall 
be substituted, namely:— 


‘A.— Appeals or applications to the Deputy Commissioner 
(Appeals) and Commissioner (Appeals ). 

240. (1) Subject to the provisions of sub-section (2), any assessee 
aggrieved by any of the following orders of an Assessing Officer 
(other than the Deputy Commissioner) may appeal to the Deputy 
Commissioner (Appeals) against such order— 

(a) an order against the assessee, where the aasessee deniee 
his liability to be assessed under this Act or any order of assess¬ 
ment under sub-section (3) of section 143 or section 144, where 
the assessee objects to the amount of income assessed, or to the 
amount of tax determined, or to the amount of loss computed, 
or to the status under which he is assessed; 

(b) an order of assessment, re-assessment or re-computation 
under section 147 or section 150; 

(c) an order under section 154 or section 155 having the 
effect of enhancing the assessment or reducing a refund or *n 
order refusing to allow the claim made by the assessee under 
either of the said sections; 

(d) an order made under section 183 treating the assessee 
as the agent of a non-resident; 

(e) an order under sub-section (2)' or sub-section (3) of 
section 170; 

(f) an order under section 171; 

(p) any order under clause (b) of sub-section (I) or under 
sub-section (2) or sub-section (3) or sub-section (5) of section 
1S3 in respect of any assessment for the assessment year commenc¬ 
ing on the 1st day of April, 1988 or any earlier assessment year; 

( h ) an order cancelling the registration of a firm under sub¬ 
section (1) or under sub-section (2) of section 188 in respect of 
any assessment for the assessment year commencing on the lit 
day of April, 1988 or any earlier assessment year; 

(i) an order under section 201; 
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( j ) an order under section 216 in respect of any assessment 
for the assessment year commencing on the 1st day of April, 1988 
or any earlier assessment year; 

(k) an order under section 237; 

(l) an order imposing a penalty under— 

(i) section 221, or 

(ii) section 271, section 271A, section 271B, section 271C, 
section 271D, section 271E or section 272A; 


(ii£) sub-section (2) of section 271, section 272, section 
272B or section 273, as they stood immediately before 
the 1st day of April, 1989, in respect of any assessment for the 
assessment year commencing on the 1st day of April, 1988 or 
any earlier assessment years. 


(2) Notwithstanding anything contained in sub-section (2), any 
assessee aggrieved by any of the following orders (whether made 
before or after the appointed day) may appeal to the Commissioner 
(Appeals) against such order— 


(a) an order specified in sub-section (2) where such order 
is made by the Deputy Commissioner in exercise of the powers 
or functions conferred on or assigned to him under section 120 
or section 124; i 


(b) an order specified in clauses (a) to (e) (both inclusive) 
and clauses (i) to (l) (both inclusive) of sub-section (2) made 
against the assessee, being a company; 

(c) an order of assessment made after the 30th day of 
September, 1984 on the basis of the directions issued by the 
Deputy Commissioner under section 144A; 

(d) an order made bv the Deputy Commissioner under 
section 154; 


(e) an order imposing a penalty under section 271B, 

(f) an order made by a Deputy Commissioner or a Deputy 
Director imposing a penalty under section 272A; 

(g) an order imposing a penalty under clause (c) of sub¬ 
section (2) of section 271, as it stood immediately before the 1st 
day of April 1989, in respect of any assessment for the 

ment year commencing on the 1st day of April 1988 orany 
earlier assessment years, where such penalty has been imposed 
with the previous approval of the Deputy Commissioner under 
the proviso to clause (iii) of sub-section (1) of that sectio , 


(h) an order made by an Assessing Officer (other than 
Deputy Commissioner) under the provisions of this Act in the 
case of such person or classes of persons as the Board may, 
having regard to' the nature of the cases, the complexities involv¬ 
ed and other relevant considerations, direct. 


(3) Notwithstanding anything contained in sub-section (1), the 
Board or the Wrector General, or thief Cenuniaiener or Commis- 
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sioner if so authorised by the Board, may, by order in writing, 
transfer any appeal which is pending before a Deputy Commissioner 
(Appeals) and any matter arising out of or connected with such 
appeal and which is so pending, to the Commissioner (Appeals) if 
the Board or, as the case may be, the Director General, or Chief 
Commissioner or Commissioner (at the request of J o appellant or 
otherwise) is satisfied that it is necessary or expedient so to do 
having regard to the nature of the case, the complexities involved 
and other relevant considerations and the Commissioner (Appeals) 
may proceed with such appeal or matter from the stage at which 
it was before it was so transferred: 

Provided that the appellant may demand that before proceeding 
further with the appeal or matter, the previous proceeding or any 
part thereof be re-opened or that he be reheard. 

Explanation. —For the purposes of this section,— 

(a) “appointed day” means the 10th day of July, 1978, being 
the day appointed under section 39 of the Finance (No. 2) Act, 
1977; 

(b) “status” means the category under which the assessee 
is assessed as “individual”, “Hindu undivided family” and so on. 

246A. ( 1 ) Where, before furnishing a return of income under 
section 139 or, as the case may he, sub-section (1) of section 142 
for any assessment year, any question arises as to whether, 

(a) any income is includible or not in computing the total 
income (hereafter in this section referred to as the disputed 
income), or 

(b) any deduction, allowance or other relief is admissible 
or not in computing the total income (hereafter in this section 
referred to as the disputed deduction), 

the assessee shall, after furnishing such return, make an application 
under sub-section (2) ‘ 

Provided that the assessee,— 

(i) shall include in such return the disputed income and 
shall not claim the disputed deduction; and 

(ii) shall also pay thirty per cent, of the tax due on the 
disputed income and in respect of the amount of disputed deduc¬ 
tion. 

(2) The application under sub-section (1) may be made within 

thirty days of furnishing the aforesaid return to the Deputy Com¬ 
missioner (Appeals) or, as the case may be, to the Commissioner 
(Appeals). . ' 

(3) For the purposes of disposing of an application under sub¬ 
section (1), the Deputy Commissioner (Appeals) or, as the case 
may be, the Commissioner (Appeals) may- 

fa) conduct such inquiry, or call for such books of accounts, 
other documents or information which he deems necessary; or 
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(6) direct the Assessing Officer concerned to conduct such 
inquiry and furnish the report thereon, 

and thereafter decide the question raised in the application and pass 
such orders thereon as he thinks fit. 

(4) The provision relating to filing of appeals under this Act 
shall, so far as may be, apply to the making of an application under 
this section as if such application were an appeal.’. 

100. Section 247 of the Income-tax Act shall be omitted. 


101. For section 267 of the Income-tax Act, the following section shall 
be substituted, namely:— 


“267. Where as the result of an appeal under section 246 or section 
253, any change is made in the assessment of a body of individuals or 
an association of persons or a new assessment of a body of individuals 
or an association of persons is ordered to be made, the Deputy Com¬ 
missioner (Appeals) or the Commissioner (Appeals) or the Appel¬ 
late Tribunal, as the case may be, shall pass an order authorising the 
Assessing Officer either to amend the assessment made on any mem¬ 
ber of the body or association or make a fresh assessment on any 
member of the body or association.’’. 

102. In section 268 of the Income-tax Act, the words “or an appli¬ 
cation” shall be omitted. 


103. In section 269SS of the Income-tax Act,— 

(a) for the words “ten thousand rupees”, the words “twenty 
thousand rupees” shall be substituted; 

(b) after the proviso and before the Explanation, the following 
proviso shall be inserted, namely:— 

“Provided further that the provisions of this section shall 
not apply to any loan or deposit where the person from whom 
the loan or deposit is taken or accepted and the person by whom 
the loan or deposit is taken or accepted are both having agri¬ 
cultural income and neither of them has any income chargeable 
to tax under this Act.”. 

104. In section 269T of the Income-tax Act,— 

(a) in sub-section (2 ),— 

(i) after the words “no firm”, the words "or other person” 
shall be inserted; 

(ii) for th e words “ten thousand rupees”, the words 
'twenty thousand rupees” shall be substituted; 
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(b) in the Explanation , for clause (h), the following clause shall 
be substituted, namely:— 

‘(H) “deposit” means any deposit of money which is repay¬ 
able after notice or repayable after a period and, in the ease 
of a person other than a company, includes deposit ef say 
nature.’, 

105. Section 270 of the Income-tax Act shall be omitted. 


106, For section 271 of tbe Ineonae-tex Act, the felletving section 
shall be substituted, namely: — 


“271. If the Assessing Officer, in the course of any proceedings 
under this Act, is satisfied that any person has failed to comply 
with a notice under sub-section (I) of section 142 or sub-section 
(2) of section 143 or with a direction issued under sub-section 
(2A) of section 142, the Assessing Officer may direct that such person 
shall pay, by way of penalty, a sum which shall not be less than 
one thousand rupees but which may extend to twenty-five thousand 
rupees for each such failure.”. 

107. In section 271A of the Income-tax Act, for the words “a sum which 
shall not be less than ten per cent, but which shall not exceed fifty per 
cent, of the amount of tax, if any, which would have been avoided if the 
income returned by such person had been accepted as the correct income”, 
the words “a sum which shall not be less than two thousand rupees but 
which may extend to one hundred thousand rupees” shall be substituted. 

lOS. After section 271B of the Income-tax Act, the following sections 
shall be inserted, namely:— 


“271C. If any person fails to deduct the whole or any part of 
the tax as required by or under the provisions of Chapter XVli-B, 
he shall be liable to pay, by way of penalty, a sum equal to the amount 
of the tax which he failed to deduct as aforesaid. 
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271D. If a person takes or accepts any loan or deposit in 
contravention of the provisions of section 269SS, he shall be liable 
to pay, by way of penalty, a sum equal to the amount of the loan or 
deposit so taken or accepted. 
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271E. If a person repays any deposit referred to in section 260T 
otherwise than in accordance with the provisions of that section, he 
shall be liable to pay, by way of penalty, a sum equal to the amount 
of the deposit so repaid.”. 
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sions 
of 

section 
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109. Section 272 of the Income-tax Act shall be emitted. 
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110. For section 272A of the Income-tax 
shall be substituted, namely:— 


Act, the following section Substi¬ 
tution 
of new 
section for 
section 
272A. 


‘27AA. (1) If any person,— 

(a) being legally bound to state the truth of any matter 
touching the subject ef his assessment, refuses to answer any 
question put to him by an income-tax authority in the exercise 
•f its powers under this Act; or 

(b) refuses to sign any statement made by him in the course 
of any proceedings under this Act, which an income-tax autho¬ 
rity may legally require him to sign; or 

(c) to whom a summons is issued under sub-section (1) 
of section 131 either to attend to give evidence or produce books 
of account or other documents at a certain place and time 
omits to attend or produce books of account or documents at the 
place or time; or 
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(d) fails to comply with the provisions of section 139A, 

he shall pay, by way of penalty, a sum which shall not be less than 
five hundred rupees but which may extend to ten thousand rupees 
for each such default or failure. 


(2) If any person fails— 

(a) to comply with a notice issued under sub-section (6) 
of section 94; or 

(b) to give the notice of discontinuance of his business or 
profession as required by sub-section (3) of section 176; or 


(c) to furnish in due time any of the returns, statements 
or particulars mentioned in section 133 or section 206 or section 
206A or section 206B or section 285B; or 
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(d) to allow inspection of any register referred to in section 
134 or of any entry in such register or to allow copies of such 
register or of any entry therein to be taken; or 

(e) to furnish the return of income which he is required to 
furnish under sub-section ( 4A ) of section 139 or to furnish, it 
within the time allowed and in the manner required under that 
sub-section; or 

(j) to deliver or cause to be delivered in due time a copy 
of the declaration mentioned in section 197A; or 

( g ) to furnish a certificate as required by section 208; or 

(h) to deduct and pay tax as required by Bub-section ( 2 ) 
of section 226; 

he shall pay, by way of penalty, a sum which shall not be less than 
one hundred rupees, but which may extend to two hundred rupees, 
for every day during which the failure continues. 

(3) Any penalty imposable under sub-section (1) ©r sub-section 
(2) shall be imposed— 

(a) in a case where the contravention, failure or default in 
respect of which such penalty is imposable occurs in the course 
of any proceeding before an income-tax authority not lower in 
rank than a Deputy Director or a Deputy Commissioner, by such 
income-tax authority; 

(b) in a case falling under clause (f) of sub-section (2), by 
the Chief Commissioner or Commissioner; and 

(c) in any other case, by the Deputy Director or the Deputy 
Commissioner. 

(4) No order under this section shall be passed by any income- 
tax authority referred to in sub-section (3) unless the person on 
whom the penalty is proposed to be imposed is given an opportunity 
of being heard in the matter by such authority. 

Explanation. —In this section, “income-tax authority” includes a 
Director General, Director, Deputy Director and an Assistant Direc¬ 
tor while exercising the powers vested in a court under the Code of 
Civil Procedure, 1908 when trying a suit in respect of the matters 
specified in sub-section ( 1) of section 131.’. 

111. Section 272B of the Income-tax Act shall be omitted. 


112- In section 273 of the Income-tax Act, after sub-section (3), the 
following sub-section shall be inserted, namely:— 

“(3) The provisions of this section shall apply to and in relation 
to any assessment for the assessment year commencing on the 1st 
day of April, 1988, or any earlier assessment year, and references in 


5 of 1501. 



Sec. 1] 


THE GAZETTE OF INDIA EXTRAORDINARY 


71 


this section to the other provisions of this Act shall be construed as 
references to those provisions as for the time being in force and 
applicable to the relevant assessment year.”. 

113. In section 273A of the Income-tax Act, after sub-section (5), 
the following sub-section shall be Inserted, namely:— 

“(6) The provisions of this section shall apply to and in relation 
to any assessment for the assessment year commencing on the 1st 
day of April, 1988, or any earlier assessment year, and references 
In this section to the other provisions of this Act shall be construed 
as references to those provisions as for the time being in force and 
applicable to the relevant assessment year.”. 

114. In section 27SB of the Income-tax Act, for the words, figures, 
brackets and letters “section 270, clause (a) or clause (b) of sub-section 
(1) of section 271, section 271A, section 271B, sub-section (2) of section 
272A, sub-section (1) of section 272AA, sub-section (1) of section 272B”, 
the words, figures, letters and brackets “section 271, section 271A, sec¬ 
tion 271B, section 271C, section 271D, section 271E, clause (c) or clause 
(d) of sub-section (1) or sub-section (2) of section 272A, sub-section 
(1) of section 272AA” shall be substituted. 

115. In section 274 of the Income-tax Act,— 

(a) after sub-section (1), the following sub-section shaTT be 
inserted, namely: — 

"(2) No order imposing a penalty under this Chapter shall 
be made— 

(a) by the Income-tax Officer, where the penalty exceed* 
ten thousand rupees; 

(b) by the Assistant Commissioner, where the penalty 
exceeds twenty thousand rupees, 

except with the prior approval of the Deputy Commissioner.”; 

(b) for sub-section (3), the following sub-section shall be sub¬ 
stituted, namely: — 

“(3) An income-tax authority on making an order under 
this Chapter imposing a penalty, unless he is himself the Assess¬ 
ing Officer, shall forthwith send a copy of such order to the 
Assessing Officer.”. 

118. In section 275 of the Income-tax Act, for clauses (a) and (b) 
excluding the Explanation, the following clauses shall be substituted, 
namely: - 

"(a) in a case where the relevant assessment or other order is 
the subject-matter of an appeal to the Deputy Commissioner (Appeals) 
or the Commissioner (Appeals) under section 246 or an appeal to the 
Appellate Tribunal under section 253, after the expiry of the 
financial year in which the proceedings, in the course of which action 
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for the imposition of penalty has been initiated, axe completed, or 
six months from the end of the month in which the order of the 
Commissioner (Appeals) or, as the case may be, the Appellate Tri¬ 
bunal is received by the Chief Commissioner or Commissioner which¬ 
ever period expires later; 

(b) in a case where the relevant assessment or other order is 
the subject-matter of revision under section 263, after the expiry of 
six months from the end of the month in which such order of revision 
is passed; 

(c) in any other case, after the expiry of the financial year in 
which the proceedings, in the course of which action for the imposi¬ 
tion of penalty has been initiated, are completed, or six months 
from the end of the month in which action for imposition of penalty 
is initiated, whichever period expires later,”. 

117. After section 275A of the Income-tax Act, the following section 
shall be inserted, namely: — 


“276. Whoever fraudulently removes, conceals, transfers or deli¬ 
vers to any person any property or any interest therein, intending 
thereby to prevent that property or interest therein from being 
taken in execution of a certificate under the provisions of the Second 
Schedule shall be punishable with rigorous imprisonment for a term 
which may extend to two years and shall also be liable to fine.”. 


118. For section 276B of the Income-tax Act, the following section 
shall be substituted, namely:— 


“276B. If a person fails to pay to the credit of the Central Gov¬ 
ernment, the tax deducted at source by him as required by or under 
the provisions of Chapter XVII-B, he shall be punishable with 
rigorous imprisonment for a term which shall not be less than three 
months but which may extend to seven years and with fine.”. 

119. Sections 276DD and 276E of the Income-tax Act shall be omitted. 


129. In section 278AA of the Income-tax Act, for the words, figures 
and letters “section 276B, section 276DD or section 276E,”, the words, 
figures and letter "or section 276B,” shall be substituted. 
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121. After section 293A of the Income-tax Act, the following section 
•hall be inserted, namely:— 


“293B. Where, under any provision of this Act the approval of 
the Central Government or the Board is required to be obtained 
before a specified date, it shall be open to the Central Government 
or, as the case may be, the Board to condone, for sufficient cause, 
any delay in obtaining such approval.”. 


122- For section 290 of the Income-tax Act, the following section 
shall he substituted, namely: — 


"290. The Central Government shall cause every rule made 
under this Act to be laid, as soon as may be after it is made, before 
each House of Parliament, while it is in session, for a total period 
of thirty days which may be comprised in one session or in two or 
more successive sessions, and if, before the expiry of the session 
immediately following the session or the successive sessions afore¬ 
said. both Houses agree in making any modification in the rule or 
both Houses agree that the rule should not be made, the rule shall 
thereafter have effect only in such modified form or be of no effect, 
as the case may be; so, however, that any such modification or 
annulment shall be without prejudice to the validity of anything 
previously done under that rule.". 

123. In section 298 of the Income-tax Act, after sub-section (2), the 
following sub-sections shall he added with effect from the 1st day of 
April, 1988, namely: — 

“(3) If any difficulty arises in giving effect to the provisions of 
this Act as amended by the Direct Tax Laws (Amendment) Act, 1987, 
the Central Government may, by order, do anything not inconsistent 
with such provisions for the purpose of removing the difficulty: 

Provided that no such order shall be made after the expiration of 
three years from the 1st day of April, 1988. 

(4) Every order made under sub-section (3) shall be laid before 
each House of Parliament.**. 

124, In the Second Schedule to the Income-tax Act — 

(1) for the words and figures “See section 222” occurring under 
the heading, the words and figures “See sections 222 and 276” shall 
be substituted; 

( 2 ) in rule 1, for olause (a), the following clause shall be sub¬ 
stituted, namely: — 

*'(a) “certificate**, except In rules 7, 44, 65 and sub-rule (2) 

of rule 06, means the certificate drawn up by the Tar Recovery 
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Officer under section 222 In respect of any assessee referred te 
In that section;'; 

(3) In rule 2, for the words “When a certificate has been received 
by the Tax Recovery Officer from the Income-tax Officer”, the words 
“When a certificate has been drawn up by the Tax Recovery Officer” 
shall be substituted; 

(4) for rule 8, the following rule shall be substituted, namely:— 

"8. (1) Whenever assets are realised by sale or otherwise 
in execution of a certificate, the proceeds shall be disposed of in 
the following manner, namely: — 

(a) they shall first be adjusted towards the amount 
due under the certificate in execution of which the assets 
were realised and the costs innurred in the course of such 
execution; 

(b) If there remains a balance after the adjustment 
referred to in clause (a), the same shall he utilised for 
satisfaction of any other amount recoverable from the 
assessee under this Act which may be due on the date on 
which the assets were realised; and 

(e) the balance. If anv, remaining after the adjustments 
under clauses (a) and ( b ) shall he paid to the defaulter. 

(2) If the defaulter disputes any adjustment under clause 
(b) of sub-rale (1), the Tax Recovery Officer shall determine 

the dispute”; 

r (5) in rule 9, — 

0) for the words “Income-tax Officer”, the words "Tax 
Recovery Officer” shall he substituted; 

(H) the words “duly filed under this Act” shall he omitted; 

((f) in rule 14, for the words "Income-tax Officer”, the words 
“Tax Recovery Officer” shall be substituted; 

(7) for rule 19A, the following rule shall be substituted, 

namely;— 

**19A. A Tax Recovery Officer mav, with the previous ap¬ 
proval of the Deputy Commissioner, entrust any of his functions 
as the Tax Recovery Officer to any other officer lower than him 
In rank. (not being lower in rank than an Inspector of Income- 
tax) and such officer shall, In relation to the functions so 
entrusted to him, be deemed to be a Tax Recovery Officer.”; 

(8) In rule 25, in sub-rule (I), for the words “and the Income- 
tax Officer shall hear such sum as the Tax Recovery Officer shall 
require in order to defray the cost of such arrangements”, the words 
“and he shall have power to defray the cost of such arrangements” 
shall be substituted; 

(9) In rule 27, for the words. “Income-tax Officer” wherever 
they occur, the words “Tax Recovery Officer” shall be substituted; 

(10) In rule 31, for the words “Income-tax Officer” occurring In 
the proviso, the words “Tax E-viovery Officer” shall be substituted; 
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(11) in rule 47, lor the words direct that such coins or notes, 
or a part thereof sufficient to satisfy the ceruncate, be paid over to 
the income-tax Ulhcer , tne worua ana figure '‘direct that such coins 
or notes shall De credited to tne Genual Government ana the umount 
so creditea shall be aeau with in the manner specihed in rule B" 
shall be substituted; 

\ 12 ) in rule 59, alter sub-rule (£), the following sub-rule phai) 
be inserted, namely: — 


“(3) Wfiere the income-tax ufficer relerred to in sub-rule 
(1) is declared to be tne purchaser oi the property at any sub¬ 
sequent gale, nothing contained in rule 57 shall apply to the 
case ana the amount of the purchase price shah no adjusted 
towards the amount specihed in the certificate."; 

(13) in rule 60, in sub-rule (1), in clause (a), the words “for 
payment to the Income-tax Officer” shall be omitted; 

(14) in rule til, lor the words ‘ income-tax Officer ’, the words 
“such income-tax Officer as may t>e authorised by the duel .Com¬ 
missioner or Commissioner in this behall” shall be substituted; 

(15) in rule 73, in sub-rule (1), m clauses (a) and (b), for 
the words “the receipt of the certificate in the office of the Tax 
Recovery Officer”, tne words “the drawing up of the certificate by 
the Tax Recovery Officer” shall be substituted; 

(16) in rule 74, for the words “the Tax Recovery Officer shall 
proceed to hear the Income-tax Officer and take all such evidence 
as may be produced by him in support of execution by arrest, and 
shall then give the defaulter”, the words “the Tax Recovery Officer 
shall give the detaulter" shall be substituted; 

(17) in rule 77, in sub-rule (1),— 

(a) for clause (it) of the proviso^ the following clause shall be 
substituted, namely :— 

“(ii) on the request of the Tax Recovery Officer on any 

ground other than the grounds mentioned in rules 73 and 7k."; 

(b) the second proviso shall be omitted; 

(18) in rules 82, 83 and 87, for the words “Tax Recovery Com¬ 
missioner”, the words “Chief Co mmissi oner or Commissioner” shall 
be substituted; 

(19) in rule 85, for the words “If at any time after the issue of 
the certificate by the Income-tax Officer to the Tax Recovery Officer”, 
the words “If at any time after the certificate is drawn up by the 
Tax Recovery Officer" shall be substituted; 

(20) in rule 86,— 

(a) for sub-rule (1), the following sub-rule shall be sub¬ 
stituted, namely:— 

“(1) An appeal from any original order passed by the 
Tax Recovery Officer under this Schedule, not being an 
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order which la conclusive, shall lie to the Chief Commis¬ 
sioner or Commissioner.”; 

(b) for sub-rule (4), the following sub-rule shall be sub¬ 
stituted, namely: — 

“(4) Notwithstanding anything contained in sub-rule 
(1), where a Chief Commissioner or Commissioner is autho¬ 
rised to exercise power# as such in respect of any area, then, 
all appeals against the orders passed before the date of such 
authorisation by any Tax Recovery Officer authorised to 
exercise powers as such in respect of that area, or an area 
which is included in that area, shall lie to such Chief Com¬ 
missioner or Commissioner.”; 

(21) rule 89 shall be omitted; , 

(22) in rule 90, in sub-rule (I), for the words “Income-tax 
Officer”, the words “Tax Recovery Officer” shall be substituted; 

(23) in rule 92, for the words ‘‘Tax Recovery Commissioners**, 
in two places where they occur, the words “Chief Commissioners, 
Commissioners” shall be substituted; 

(24) after rule 93, the following rule shall bo inserted, namely: — 

“94. All proceedings for the recovery of tax pending imme¬ 
diately before the coming into force of the amendments to thla 
Schedule by the Direct Tax Laws (Amendment) Act, 1987 shall 
be continued under this Schedule a# amended by that Act from 
the stage they had reached, and, for thla purpose, every certifi¬ 
cate, issued by the Income-tax Officer under section 222 before 
such amendment shall be deemed to be a certificate drawn up 
by the Tax Recovery Officer under that section after such 
amendment, and, if any difficulty arises in continuing the said 
proceedings, the Board may issue (whether by way of modifi¬ 
cation, not affecting the substance, of any rule in this Schedule 
or otherwise) general or special orders which appear to it to be 
necessary or expedient for the purpose of removing the diffi¬ 
culty.” 

125. In the Income-tax Act, after the Ninth Schedule, the following 
Schedule shall be Inserted, namely: — 

THE TENTH SCHEDULE 

[See section 3(3)] 

Modifications subject to which the provisions of this Act shall apply 

IN CASES WHERE THE PREVIOUS YEAR IN RELATION TO THE ASSESSMENT 
YEAR COMMENCING ON THE 1ST APRIL, 1989, REFERRED TO IN SECTION 
3(3), EXCEEDS TWELVE MONTHS 

1. In this Schedule, “transitional previous year” means the 
period reckoned as the previous year for the assessment year com¬ 
mencing on the 1st day of April, 1989, in the manner specified in 
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■ub-section (2) of section 3 and, in a case where the proviso to that 
sub-section applies, the longer or, as the case may be, the longest of 
the periods reckoned in the manner laid down in the said proviso. 


2. In a case where the transitional previous year is longer than 
twelve months, the provisions of this Act and the Finance Act of 
the relevant year shall apply subject to the modifications specified 
in rules 3, 4, 5 and 6 of this Schedule. 


3. The provisions of this Act specified in column (1) of the 
Table below shall be subject to the modification that the reference 
therein to the amount or amounts specified in the corresponding 
entry in column (2) of the said Table, shall be construed as a re¬ 
ference to the said amount or amounts as increased by multiplying 
each such amount by a fraction of which the numerator is the num¬ 
ber of months in the transitional previous year and the denominator 
is twelve: 
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Provided that for the purposes of this rule and rules 5 and 0 , 
where the transitional previous year includes a part of a month, 
then, if such part is fifteen days or more, it shall be increased to on* 
complete month and if such part is leas than fifteen days, it shall 
be ignored. 


Tabu 


Provision of the Act 


( 1 ) 


Section 10(j) 

Section 16 . 

Section 24fr)(u) . 

Section 37(aA) 

Section 44AA(jr)(i) and (iii) 

Section 44AB 

Section 48(a) 

Section 80C(l) 


Section 80C(j)(<f) 
Section 80C(^) 


Section 80F(j)(6) 
Section 80 L(j) 


Section 80L(J)—1st proviso . 
Section 80L(r)—2nd proviso 
Section SOU 
Section 139 A 


Amount 

( 2 ) 

Rs. 

5,000 
10,000 
3,600 
10,000 
55,000 and 
2,50,000 
40,00,000 and 
10,00,000 
10,000 
6 , 000 , 
9,000 and 
12,000 
10,000 
60,000 and 
40,000 
50,000 
7,000 

(occurring in 
two places) 
3,000 
2,000 
15,000 
50,000 
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4. Where the transitional previous year comprises a period of 
eighteen months or more, then, sub-section (1) of section 6 shall be 
subject to the modification that reierences therein to the periods of 
one hundred and eighty-two days and ninety days shall be construed 
as references, respectively, to the periods of two hundred and 
seventy-three days and one hundred and thirty-five days. 

5. Where the assessee’s income under the head 'Trouts and 
gams of business or profession ' for a period of thirteen months or 
more is included in his total income for the transitional previous 
year, the allowance under clause (it) of sub-section (1) of section 
32 in respect of depreciation of buildings, machinery, plant or fur¬ 
niture calculated in the manner stated therein, shall be increased 
by multiplying it by a fraction of which the numerator is the num¬ 
ber of months in the transitional previous year and the denominator 
is twelve. 

6. The tax chargeable on the total income of the transitional pre¬ 
vious year shall be calculated at the average rate of tax on the 
amount obtained by multiplying such total income by a fraction of 
which the numerator is twelve and the denominator is the number 
of months in the transitional previous year, as if the resultant 
amount were the total income. 

7. The Board may, if it considers it desirable or expedient so 
to do for avoiding genuine hardship, by general or special order, 
grant appropriate relief in any case or Class of cases where the 
transitional previous year is longer than twelve months.’. 


126. The following amendments (being amendments of a consequen¬ 
tial nature) shall be made in the Income-tax Act, save as otnerwise 
provided, with effect from the 1st day of April, 1989, namely; — 

(2) in section 2, clause (3) shall be omitted with effect from the 
1st day of April, 1988; 

(2) in section 10, in clause (25), in sub-clause (iiia), in the 
Explanation, for the words, brackets and figures “the 
Explanation to clause (hi) of sub-section (5) of section 11”, the 
words, brackets and figures “clause (ii) of the Explanation to 
clause (viiu) of sub-section (2) of section 36” shall be substituted; 

(3) in section 10A, after sub-section (7) and before the 
Explanation, the following sub-section shall be inserted, namely;— 

“(8) References in this section to any other provision of 
this Act which has been amended or omitted by the Direct Tax 
Laws (Amendment) Act, 1987 shall, notwithstanding such 
amendment or omission, be construed, for the purpose# of this 
section, as if such amendment or omission had not been made/’; 

(4) in section 29, for the words, figures and letter “sections 
30 to 43A”, the words, figures and letter “sections 39 to 43B” sh all 
bo substituted; 
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(5) In section 32, in sub-section (2), the brackets and word* 
“(or, if the assessee is a registered firm or an unregistered firm 
assessed as a registered firm, in the assessment of its partners)*’ 
shall be omitted; 

(6) in section 40A, in sub-section (2), in clause (a), the proviso 
shall be omitted; 

(7) in section 41, after sub-section (5), the following sub¬ 
section shall be inserted, namely:— 

"(6) References in sub-section (2) to any other provision 
of this Act which has been amended or omitted by the Direct 
Tax Daws (Amendment) Act, 1987 shall, notwithstanding such 
amendment or omission, be construed, for the purposes of that 
sub-section, as if such amendment or omission had not been 
made.”; 

(8) in section 43A, in sub-section (2), for the words, brackets, 
figures and letter “in clause (in) of sub-section (I) of section 35 or in 
section 35A”, the words, figures and letter “in section SSA” shall he 
substituted; 

(9) in section 44, for the words, figures and letter “sections 28 
to 48A”, the words, figures and letter “sections 28 to 43B’’ shall be 
substituted; 

(10) in section 80, for the words, brackets and figures “within 
the time allowed under sub-section (1) of section 139 or within such 
further time as may be allowed by the Income-tax Officer,”, the 
words, brackets and figures “in accordance with the provisions of 
■ub-section (3) of section 139” shall he substituted; 

(II) In section BOG, — 

(a) In sub-section (5), In clause (v), the words, brackets 
and figures “or is an Institution approved by the Central Gov¬ 
ernment for the purposes of clause (23) of section 10,” shall be 
omitted; 

(b) Explanation 4 shall be omitted; 

(12) in section 80HHA, in the Explanation, for clause (a), the fob 
/ing clause shall he substituted, namely:— 

4 (a) “rural area” means any area other than— 

(0 an area which is comprised within the jurisdic¬ 
tion of a municipality (whether known as a municipa¬ 
lity, municipal corporation, notified area committee, 
town area committee, town committee or by any other 
name) or a cantorment board and which has a popula¬ 
tion of not less than ten thousand according to the last 
preceding census of which the relevant figures have been 
published before the first day of the previous year; or 
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(ii) an area within such distance, not being more 
than fifteen kilometres from the local limits of any muni¬ 
cipality or cantonment board referred to in sub-clause 
{»/, as the Central Government may, having regard to 
the stage of development of such area (including the ex¬ 
tent of, and scope for, urbanisation of such area) and 
other relevant considerations specify in this behalf by 
notification in the Official Gazette;'; 

(33) in section 132, in sub-section ( 1 ), in the proviso and in sub¬ 
section (1A), the words and figures “notwithstanding anything con¬ 
tained in section 121" shall be omitted with effect from the 1st 
day of April, 1988; 

(14) in section 132B, in sub-section (3), in clause (Hi), for the 
words “the Income-tax Officer", wherever they occur, the words “the 
Assessing Officer or, as the case may be, Tax Recovery Officer” shall 
be substituted; 

(15) in section 133A, in sub-section (6), for the words, brackets 
and figures “sub-sections (3) and (2) of section 131", the words, 
brackets and figures “sub-section (1) of section 131" shall be sub¬ 
stituted; 

(Iff) in section 139, in sub-section (8), In clause (b), after the word 
and figures “section 264”, the words, brackets, figures‘and letter “or 
an order of the Settlement Commission under sub-section (4) of 
section 245D” shall be inserted; 

(37) in section 144A,— 

(a) in sub-section (3), the brackets and figure “(1)” shall ba 
omitted; 

(b> sub-section (2) shall be omitted; 

(18) in section 174,— 

(a) in sub-section (4 ),— 

(i) for the words, brackets and figures “as a return 
under sub-section (2) of section 139”, the words, brackets 
and figures “as a return under clause (i) of sub-section (3) 
of section 142” shall be substituted; 

(ii) for the words, brackets and figures “a notice issued 
under sub-section (2) of section 139”, the words, brackets 
and figures “a notice issued under clause (i) of sub-section 
(1) of section 142" shall be substituted; 

(b) in sub-section (6), for the words, bracket! and figures 
“sub-section (2) of section 139 or sub-section (3) of’, wherever 
they occur, the words, brackets and figures “clause (i) of sub¬ 
section (1) of section 142 or” shall be substituted^ 
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27 of 1957. 


(19) in section 176,— 

(a) in sub-section (5), for the words, brackets and figures 
“under sub-section (2) of section 139’’, wherever they occur, the 
words, brackets and figures “under clause (i) of sub-section (1) 
of section 142” shall be substituted; 

(b) in sub-section (7), for the words, brackets and figures 
“sub-section (2) of section 139 or sub-section (1) of”, wherever 
they occur, the words, brackets and figures “clause (i) of sub-sec¬ 
tion (1) of section 142 or” shall be substituted; 

(20) in section 199, the brackets, words, figures and letter “(in¬ 
cluding a provisional assessment under section 141A), if any,” shall 
be omitted; 

(21) in section 219, the proviso shall be omitted; 

(22) section 234 shall be omitted; 

(23) in section 253, in sub-section (1), in clause (a), after the word 
and figures “section 154,”, the word, figures and letter'“section 24GA,” 
shall be inserted; 

(24) in section 276CC, for the words, brackets and figures “sub¬ 
section (2) of section 139”, the words, brackets and figures “clause 
(i) of sub-section (1) of section 142” shall be substituted; 

(25) in section 279, in sub-section (3) , for the words, brackets and 
letters “clauses (a), (b), (c), (d) and (e)”, the words, brackets and 
letters “clauses (a) to (g) ” shall be substituted with effect from the 
1st day of April, 1988; 

(26) in section 288, in sub-section (4) , in clause (b), the words, 
brackets and figures “clauses (i) and (if) of sub section (1) of’ shall 
be omitted; 

(27) in the First Schedule, in rule 5, in clause (a), for the words, 
figures and letter “sections 30 to 43A”, the words, figures and letter 
“sections 30 to 43B” shall be substituted; 

(28) in the Third Schedule, for the words “Income-tax Officer”, 
the words “Assessing Officer or Tax Recovery Officer” shall be substi¬ 
tuted. 


CHAPTER m 

Amendments to the Wealth-tax Act, 1957 

127. In the Wealth-tax Act, 1957 (hereafter in this Chapter referred 
to as the Wealth-tax Act), save as otherwise expressly provided in this 
Act, and unless the context otherwise requires, references to any authority 
specified in column (1) of the Table below shall be substituted with 
effect from the 1st day of April, 1988 by references, to the authority or 
authorities specified in the corresponding entry in column (2) of the said 


Sub«ti- 
tution 
of new 
authori¬ 
ties. 



Amend¬ 
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Table, and such consequential changes as the rules of grammar may 
require, shall also be made: 


Table 


( 1 ) 


( 2 ) 


Director of Inspection .... Director General or Director 

Deputy Director of Inspection . . . Deputy Director 

Assistant Director of Inspection . . . Assistant Director 

Commissioner or Commissioner of Wealth-tax Chief Commissioner or 

Commissioner 

Inspecting Assistant Commissioner or Inspecting Deputy Commissioner 
Assistant Commissioner of Wealth-tax 

Appellate Assistant Commissioner . . Deputy Commissioner (Appeals) 

Wealth-tax Officer.Assessing Officer 

Inspector of Wealth-tax .... Inspector of Income- tax :] 


Provided that nothing contained in this section shall apply to the 
references to "Commissioner” occurring in sections 22D, 24 and 25. 

128. In section 2 of the Wealth-tax Act,— 

(i) clause (a) shall be omitted; 

(ii) clause (ca) shall be re-lettered as clause (cb) and before that 
clause as so re-lettered, the following clause shall be Inserted, 
namely:— 

‘(ca) “Assessing Officer” means the Assistant Commissioner 
or the Income-tax Officer who is vested with the relevant jurisdic¬ 
tion by virtue of directions or orders issued under sub-section (1) 
or sub-section (2) of section 120 or any other provision of the 
Income-tax Act which apply for the purposes of Wealth-tax un- 
der section 8 of this Act, and also the Deputy Commissioner who 
is directed under clause (b) of sub-section (4) of the said section 
120 to exercise or perform all or any of the powers and function* 
conferred on or assigned to the Assessing Officer under that Act;\ 

(Hi) clauses (p), (pp), (hb), (7c), Q) and (la) shall be omitted; 

(iv) for clause (h) , the following clause shall be substituted, 
namely: — 

'(h) “company” shall have the meaning assigned to it in 
clause (17) of section 2 of the Income-tax Act;’; 

( v ) after clause (lb), the following clause shall be inserted, 
namely:— 

* (Ic) "maximum marginal rate” means the rate of wealth-tax 
applicable In relation to the highest slab of wealth in the case of 
an individual as specified in Part I of Schedule I;’; 
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(ui) in clause (q), clause (i) of the proviso shall be omitted; 

(vii) for clause (s), the following clause shall be substituted, 
namely:— 

4 (s) the expressions “Chief Commissioner", “Director General”, 
“Commissioner”, “Commissioner (Appeals)”, “Director”, ''De¬ 
puty Commissioner", “Deputy Commissioner (Appeals)”, “Assis¬ 
tant Commissioner”, “Income-tax Officer", “Inspector of Income- 
tax” and “Tax Recovery Officer” shall have the meanings respec¬ 
tively assigned to them under section 2 of the Income-tax Act.'. 

129. In section 3 of the Wealth-tax Act, for the words “Subject to 
the other provisions contained In this Act”, the words and brackets 
“Subject to the other provisions (including provisions for the levy of 
additional Wealth-tax) contained in this Act” shall be substituted. 

130. In section 5 of the Wealth-tax Act, with effect from the 1st day 
of April, 1988,— 

(i) in sub-section (1), after clause (xxiv ), the following clause 
shall be inserted, namely:— r 

“(xxiva) units of a Mutual Fund specified under clause 
(23D) of section 10 of the Income-tax Act;”; 

(11) in sub-section (1A ), after the brackets and figures “ (xxiv )", 
the brackets, figures and letter “(xxiva)” shall be inserted. 

131. For sections 8, 9, 10 and 11 of the Wealth-tax Act, the following 
sections shall he substituted with effect from the 1st day of April, 1988, 
namely:— 


”8. The income-tax authorities specified in section 118 of the 
Income-tax Act shall be the wealth-tax authorities for the purposes of 
this Act and every such authority shall exercise the powers and per¬ 
form the functions of a wealth-tax authority under this Act in respect 
of any individual, Hindu undivided family or company, and for this 
purpose his jurisdiction under this Act shall be the same as he has 
under the Income-tax Act by virtue of orders or directions issued under 
section 120 of that Act (including orders or directions assigning con¬ 
current jurisdiction) or under any other provision of that Act, 

Explanation. —For the purposes of this section, the wealth-tax 
authority having jurisdiction in relation to a person who Is not an 
assessee within the meaning of the Income-tax Act shall be the wealth- 
tax authority having jurisdiction in respect of the area In which that 
person resides. 

9. Section 118 of the Income-tax Act and any notification issued 
thereunder shall apply in relation to the control of wealth-tax autho¬ 
rities as they apply In relation to the control of the corresponding 
income-tax authorities, except to the extent to which the Board may, 
by notification In the Official Gazette, otherwise direct in respect of 
any wealth-tax authority. 


Amend¬ 
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section 3. 


Amend¬ 
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Instruc¬ 
tions to 
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nate 
autho¬ 
rities. 


Jurisdic¬ 
tion of 
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Officers 
and power 
to transfer 
cases. 


10 . ( 1 ) The Board may, from time to time, issue such orders, 
instructions and directions to other wealth-tax authorities as it may 
deem fit for the proper administration of this Act, and such authorities 
and all other persons employed in the execution of this Act shall ob¬ 
serve and follow such orders, instructions and directions of the Board:) 

Provided that no such orders, instructions or directions shall be 
Issued— 


(a) so as to require any wealth-tax authority to make a parti¬ 
cular assessment or to dispose of a particular case in a particular 
manner; or 

(b) so as to Interfere with the discretion of the Deputy Com¬ 
missioner (Appeals) or Commissioner (Appeals) In the exercise 
of his appellate functions, 

(2) Without prejudice to the generality of the foregoing power,— 

(a) the Board may, if it considers it necessary or expedient 
so to do, for the purpose of proper and efficient management of 
the work of assessment and collection of revenue, issue, from time 
to time (whether by way of relaxation of any of the provisions of 
sections 10, 17, 18 and 35 or otherwise), general or special orders 
in respect of any class of cases, setting forth directions or instruc¬ 
tions (not being prejudicial to assessees) as to the guidelines, 
principles or procedures to be followed by other wealth-tax au¬ 
thorities in the work relating to assessment or collection of revenue 
or the initiation of proceedings for the Imposition of penalties and 
any such order may, if the Board is of opinion that it Is necessary 
in the public interest so to do, be published and circulated in the 
prescribed manner for general information; 

(b) the Board may, If it considers It desirable or expedient so 
to do for avoiding genuine hardship in any case or class of cases, 
by general or special order, authorise any wealth-tax authority, 
not being a Deputy Commissioner (Appeals) or Commissioner 
(Appeals), to admit an application or claim for any exemption, 
deduction, refund or any other relief under this Act after the 
expiry of the period specified by or under this Act for making 
such application or claim and deal with the same on merits In 
accordance with law. 

11. (1) The provisions of sections 124 and 127 of the Income-tax 
Act shall, so far as may be, apply for the purposes of this Act as they 
apply for the purposes of the Income-tax Act, subject to the modifica¬ 
tions specified in sub-section (2). 

(2) The modifications referred to in sub-section (1) shall be the 
following, namely: — 

(a) in section 124 of the Income-tax Act,— 

(i) in sub-section (3), references to the provisions of the 
Income-tax Act shall be construed as references to the corres¬ 
ponding provisions of the Wealth-tax Act; 
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(ii) sub-section (5) shall be omitted; 

(b) in section 127 of the Income-tax Act, in the Explanation 
below sub-section (5), references to proceedings under the Income- 
tax Act shall be construed as including references to proceeding* 
under the Wealth-tax Act.”. 

132. Sections 8A, 8AA, 8B, 9A, 10A, 11 A, 11AA, 11B, 12 and 13 of the 
Wealth-tax Act shall be omitted with effect from the 1st day of April, 
1988. 


133. In section 14 of the Wealth-tax Act,— 

(a) for sub-sections (1) and (2), the following sub-sections shall 
be substituted, namely:— 

‘(1) Every person, if his net wealth or the net wealth of any 
other person in respect of which he is assessable under this Act 
on the valuation date exceeded the maximum amount which is not 
chargeable to wealth-tax, shall, on or before the due date, furnish 
a return of his net wealth or the net wealth of such other person 
as on that valuation date in the prescribed for m and verified in the 
prescribed manner setting forth particulars of such net wealth 
and such other particulars as may be prescribed. 

Explanation .—In this sub-section, “due date” in relation to 
an assessee under this Act shall be the same date as that appli¬ 
cable to an assessee under the Income-tax Act under the Explana¬ 
tion to sub-section (1) of section 139 of the Income-tax Act 

(2) Notwithstanding anything contained in any other provi¬ 
sion of this Act, a return of net wealth which shows the net 
wealth below the maximum amount which is not chargeable to 
tax shall be deemed never to have been furnished: 

Provided that this sub-section shall not apply to a return fur¬ 
nished in response to a notice under section 17.’; 

(b) sub-section (3) shall be omitted. 

134. For section 15 of the Wealth-tax Act, the following section shall 
be substituted, namely: — 


“15. If any person has not furnished a return within the time 
allowed under sub-section (1) of section 14 or under a notice issued 
under clause (i) of sub-section (4) of section 16, or having furnished 
a return discovers any omission or wrong statement therein, he may 
furnish a return or a revised return, as the case may be, at any time 
before the expiry of one year from the end of the relevant assessment 
year or before the completion of the assessment, whichever Is earlier: 
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Provided that— 

(a) where such return or revised return relates to the assess¬ 
ment year commencing on the 1st day of April, 1987, or any 
earlier assessment year, it may be furnished at any time up to 
and inclusive of the 31st day of March, 1990 or before the com¬ 
pletion of the assessment, whichever is earlier; 

(b) where such return or revised return relates to the 
assessment year commencing on the 1st day of April, 1988, it 
may be furnished any time up to and inclusive of the 31st 
day of March, 1991 or before the completion of the assessment, 
whichever is earlier.”. 

135, In section 15A of the Wealth-tax Act,— 

(i) for clause (a), the following clause shall be substituted, 
namely: — 

“(a) in the case of an individual,— 

(i) by the individual himself; 

(U) where he is absent from India, by the individual him¬ 
self or by some person duly authorised by him in this behalf; 

({{{) where he Is mentally incapacitated from attending 
to his affairs, by his guardian or any other person competent 
to act on his behalf; and 

(Iv) where, for any other reason, it is not possible for the 
individual to sign the return, by any person duly authorised 
by him In this behalf; 

Provided that in a case referred to in sub-clause ( li ) or sub- 
clause (iv ), the person signing the return bolds a valid power of 
attorney from the individual to do so, which shall be attached to 
the return;”; 

(fi) to clause (c), the following provisos shall be added, namely:— 

“Provided that where the company is not resident in Tndla, 
the return may be signed and verified by a person who holds a 
valid power of attorney from such company to do so, which shall 
be attached to the return: 

Provided further that,— 

(a) where th e company is being wound up, whether under 
the orders of the court or otherwise, or where any person has 
been appointed as the receiver of any assets of the company, 
the return shall be signed and verified by the liquidator refer¬ 
red to in sub-section (1) of section 178 of the Income-tax Act; 

(b) where the management of the company has been taken 
over by the Central Government or any State Government 
under any law, the return of the company shall be signed and 
verified by the principal officer thereof.”. 
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136. For section 15B of the Wealth-tax Act, the following section shall 
be substituted, namely;— 


“15B. (1) Where any tax is payable on the basis of any return 
furnished under section 14 or section 15 or in response to a notice 
under clause (i) of sub-section (4) of section 16 or under section 17, 
after taking into account the amount of tax, if any, already paid under 
any provision of this Act, the assessee shall be liable to pay such tax, 
together with interest payable under any provision of this Act for any 
delay in furnishing the return, before furnishing the return and the 
return shall be accompanied by proof of payment of such tax and 
interest. 

Explanation .—Where the amount paid by the assessee under this 
sub-section falls short of the aggregate of the tax and interest as afore¬ 
said, the amount so paid shall first be adjusted towards the interest 
payable as aforesaid and the balance, if any, shall be adjusted towards 
the tax payable. 

(2) After the regular assessment under section 16 has been mada, 
any amount paid under sub-section (1) shall be deemed to have been 
paid towards such regular assessment. 

(3) If any assessee fails to pay the whole or any part of such tax 
or interest or both in accordance with the provisions of sub-section 
(1), he shall, without prejudice to any other consequences which he 
may incur, be deemed to be an assessee in default in respect of the 
tax or interest or both remaining unpaid and all the provisions of this 
Act shall apply accordingly.”. 

137. Section 15C of the Wealth-tax Act shall be omitted. 


138. For section 16 of the Wealth-tax Act, the following section shall 
be substituted, namely: — 


”16. (1) (a) Where a return has been made under section 14 or sec¬ 
tion 15 or in response to a notice under clause (i) of sub-section 

(4),- 


(i) if any tax or interest is found due on the basis of such 
return after adjustment of any amount paid by way of tax or 
interest, an intimation shall be sent to the assessee specifying 
the sum so payable, and such intimation shall be deemed to be 
a notice issued under section 30 and all the provisions of this 
Act shall apply accordingly; and 

(ii) if any refund is due on the basis of such return, it shall 
be granted to the assessee; 
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Provided that in computing the tax or interest payable by, or 
refundable to, the assessee, the following adjustments shall be made 
in the net wealth declared in the return, namely; — 

(i) any arithmetical errors in the return, accounts or docu¬ 
ments accompanying it shall be rectified; 

(ii) any exemption or deduction, which, on the basis of the 
information available in such return, accounts or documents, is 
prima facie admissible but which is not claimed or made in the 
return, shall be allowed; 

(Hi) any exemption or deduction claimed or made in the 
return, which, on the basis of the information available in such 
return, accounts or documents, is prima facie inadmissible, shall 
be disallowed; 

(b) Where, as a result of an order made under section 17 or section 
23 or section 24 or section 25 or section 27 or section 29 or section 35 or 
any order of the Wealth-tax Settlement Commission under sub-section 
(4) of section 22D relating to any earlier assessment year and passed 
subsequent to the filing of the return referred to In clause (a), there 
is any variation in the exemption or deduction claimed or made in the 
return, and as a result of which,— 

(i) if any tax or interest is found due, an intimation shall be 
sent to the assessee specifying the sum so payable, and such inti¬ 
mation shall be deemed to be a notice of demand issued under 
section 30 and all the provisions of this Act shall apply accoicingly, 

and 


(ii) if any refund is due, it shall be granted to the assessee: 

Provided that an intimation for any tax or interest due under this 
clause shall not be sent after the expiry of four years from the end of 
the financial year in which any such order was passed. 

(2) In a case referred to in sub-section (1), if the Assessing Offi¬ 
cer considers it necessary or expedient to ensure that the assessee has 
not understated the net wealth or has not under-paid the tax in any 
manner, he shall serve on the assessee a notice requiring him, on a 
date to be specified therein, either to attend at the office of the Assess¬ 
ing Officer or to produce, or cause to be produced there, any evidence 
on which the assessee may rely in support of the return: 

Provided that no notice under this sub-section shall be served 
on the assessee after the expiry of the financial year in which the 
return is furnished or the expiry of six months from the end of the 
month in which the return is furnished, whichever is later. 

(3) On the day specified in the notice issued under sub-section 
(2) or as soon afterwards as may be, after hearing such evidence as 
the assessee may produce and such other evidence as the Assessing 
Officer may require on specified points, and after taking into ac¬ 
count all relevant material which he has gathered, the Assessing 
Officer shall, by order in writing, assess the net wealth of the asses¬ 
see and determine the sum payable by him on the basis of such assess¬ 
ment. 
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(4) For the purposes of making an assessment under this Act, 
tne Assessing Officer may serve, on any person who has made a 
return under section 14 or section 15 or in whose case the time al¬ 
lowed under sub-section (1) of section 14 for furnishing the return 
has expired, a notice requiring him, on a date to be specified therein,— 

(i) where such person has not made a return before the end of 
the relevant assessment year to furnish a return of his net wealth or 
the net wealth of any other person in respect of which he is assess¬ 
able under this Act on the valuation date, in the prescribed form 
and verified in the prescribed manner, setting forth the particu¬ 
lars of such net wealth and such other particulars as may be 
prescribed, or 

(ii) to produce or cause to be produced such accounts, re¬ 
cords or other documents as the Assessing Officer may require. 

(5) If any person— 

(a) fails to make the return required under sub-section (1). 
of section 14 and has not made a return or a revised return 
under section 15, or 

(b) fails to comply with all the terms of a notice issued 
under sub-section (2) or sub-section (4 ), 

the Assessing Officer, after taking into account, all relevant mate¬ 
rial which he has gathered, shall, after giving such person an op¬ 
portunity of being heard, estimate the net wealth to the best of his 
judgment and determine the sum payable by the person on the basis 
of such assessment: 

Provided that such opportunity shall be given by the Assessing 
Officer by serving a notice calling upon the person to show cause, 
on a date and time to be-specified in the notice, why the assessment 
should not be completed to the best of his judgment: 

Provided further that it shall not be necessary to give such op¬ 
portunity in a case where a notice under sub-section (4) has been 
issued prior to the making of the assessment under this sub-section.”. 


139. In section 17 of the Wealth-tax Act.— 

(o) for sub-section (I), the following sub-sections shall be sub¬ 
stituted, namely: — 

“(I) If the Assessing Officer, for reasons to be recorded by 
him in writing, is of the opinion that the net wealth chargeable 
to tax in respect of which any person is assessable under this 
Act has escaped assessment for any assessment year (whether 
by reason of under-assessment or assessment at too low a rate 
or otherwise), he may, subject to the other provisions of this 
section and section 17A, serve on such person a notice requiring 
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him to furnish within such period, not being less than thirty 
days, as may be specified in the notice, a return in the pres¬ 
cribed .form and verified in the prescribed manner setting forth 
the net wealth in respect of which such person is assessable as 
on the valuation date mentioned In the notice, along with such 
other particulars as may be required by the notice, and may 
proceed to assess or re-assess such net wealth and also any 
other net wealth chargeable to tax in respect of which such 
person is assessable, which has escaped assessment and which 
come3 to his notice subsequently in the course of the proceed¬ 
ings under this section for the assessment year concerned (here¬ 
after in this section referred to as the relevant assessment year), 
and the provisions of this Act shall, so far as may be, apply 
as if the return were a return required to be furnished under 
section 14: 

Provided that where an assessment under sub-section (3) 
of section 16 or this section has been made for the relevant assess¬ 
ment year, n o action shall be taken under this section after the 
expiry of four years from the end of the relevant assessment year, 
unless any net wealth chargeable to tax has escaped assessment 
for such assessment year by reason of the failure on the part of 
the assessee to make a return under section 14 or section 15 or 
in response to a notice issued under sub-section (4) of section 16 
or this section or to disclose fully and truly all material facta 
necessary for his assessment for that assessment year. 

Explanation .—Production before the Assessing Officer of 
account books or other evidence from which material evidence 
could with due diligence have been discovered by the Assessing 
Officer will not necessarily amount to disclosure within the 
meaning of the foregoing proviso. 

(1A) No notice under sub-section (1) shall be issued for the 
relevant assessment year,— 

(a) in a case where an assessment under sub-section (3) 
of section 16 or sub-section (1) of this section has been made 
for such assessment year,— 

({) if four years have elapsed from the end of the 
relevant assessment year, unless the case fall® under sub¬ 
clause (ii) or sub-clause (iii); 

(ii) if four years, but not more than seven years, 
have elapsed from the end of the relevant assessment 
year, unless the net wealth chargeable to tax which has 
escaped assessment amounts to or is likely to amount to 
rupees five lakhs or more for that year; 

(Hi) If seven years, but not more than ten years, have 
elapsed from the end of the relevant assessment year, 
unless the net wealth chargeable to tax which has escap¬ 
ed assessment amounts to or is likely to amount to rupees 
ten lakhs or more for that year; 
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(b) in any other case,—• 

(i) if four years have elapsed from the end of the re¬ 
levant assessment year, unless the case falls under sub¬ 
clause (li) or sub-clause (iii); 

(ii) if four years, but not more than seven years, 
have elapsed from the end of the relevant assessment 
year, unless the net wealth chargeable to tax which has 
escaped assessment amounts to or is likely to amount to 
rupees two lakhs and fifty thousand or more for that year; 

(iii) if seven years, but not more than ten years, have 
elapsed from the end of the relevant assessment year, un¬ 
less the net wealth chargeable to tax which has escaped 
assessment amounts to or is likely to amount to rupees 
five lakhs or more for that year. 

Explanation .—For the purposes of sub-section (1) and sub¬ 
section (1A ), the following shall also be deemed to be cases where 
net wealth chargeable to tax has escaped assessment, namely: — 

(a) where no return of net wealth has been furnished 
by the assessee although his net wealth or the net wealth of 
any other person in respect of which he is assessable under 
this Act on the valuation date exceeded the maximum amount 
which is not chargeable to wealth-tax; 

(b) where a return of net wealth has been furnished by 
the assessee but no assessment has been made and it is noticed 
by the Assessing Officer that the assessee has understated the 
net wealth or has claimed excessive exemption or deduction 
in the return. 

(IB) (a) In a case where an assessment under sub-section 
(3) of section 16 or sub-section ( 1 ) of this section has been made 
for the relevant assessment year, no notice shall be Issued under 
sub-section (I) except by an Assessing Officer of the rank of 
Assistant Commissioner or Deputy Commissioner: 

Provided that, after the expiry of four years from the end of 
the relevant assessment year, no such notice shall be Issued un¬ 
less the Chief Commissioner or Commissioner is satisfied, on the 
reasons recorded by the Assessing Officer aforesaid, that it is a 
fit case for the issue of such notice. 

(b) In a case other than a case falling under clause (a), no 
notice shall be issued under sub-section (1) by an Assessing 
Officer, who is below the rank of Deputy Commissioner, after 
the expiry of four years from the end of the relevant assessment 
year, unless the Deputy Commissioner is satisfied, on the reasons 
recorded by such Assessing Officer, that it is a fit case for the issue 
of such notice.’*; 
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(b) in sub-section (2), in the opening paragraph, the words “or 
by a court in any proceedings under any other law” shall be added 
at the end. 

140. In section 17A of the Wealth-tax Act,— 

(a) for sub-sections (1) and (2), the following sub-sections shall 
be substituted, namely:'— 

“(1) No order of assessment shall* be made under section 16 
at any time after the expiry of two years from the end of the 
assessment year in which the net wealth was first assessable: 

Provided that where the net wealth was first assessable in 
the assessment year commencing on the 1st day of April, 1985, 
or the 1st day of April, 1986, such assessment may be made on 
or before the 31st day of March. 1990. 

(2) No order of assessment or reassessment shall be made 
under section 17 after the expiry of two years from the end of the 
financial year in which the notice under sub-section (2) of that 
section was served: 

Provided that,— 

(i) where the notice under clause (a) of sub-section (2) 
of section 17 was derved during the financial year com¬ 
mencing on the 1st day of April, ] 985, or the 1st day of 
April, 1986, such assessment or reassessment may be com¬ 
pleted on or before the 31st day of March, 1990; 

(ii) where the notice under clause (b) of sub-section (I) 
of section 17 relates to the assessment for the assessment 
year commencing on the 1st day of April, 1985, or the 1st 
day of April, 1986, such assessment or reassessment may be 
completed on or before the 31st day of March, 1990, or the 
expiry of two years from the end of the financial year in 
which such notice was served, whichever is later. 

Explanation .—References to section 17 in the proviso shall 
be construed as references to that section as it stood before 
amendment by the Direct Tax Laws (Amendment) Act, 1987”; 

(b) in sub-section (3),— 

(i) for the words “four years”, the words “two years” shall 
be substituted; 

(ii) the following proviso shall be inserted at the end, 
namely: — 

“Provided that where the order setting aside or cancel¬ 
ling an assessment was passed during the financial year 
commencing on the 1st day of April, 1985, or the 1st day of 
April, 1986, the order of fresh assessment may be made on 
or before the 31st day of March, 1990.” 
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141. After section 17A of the Wealth-tax Act, the following section 
•hall be inserted, namely:— 


‘I 7 B. (1) Where the return of net wealth for any assessment year 
under sub-section (1) of section 14 or section 15, or in response to a 
notice under clause (i) of sub-section (4) of section 16, is furnished 
after the due date, or is not furnished, the assessee shall be liable to 
pay simple interest at the rate of two per cent, for every month or 
part of a month comprised in the period commencing on the date 
immediately following the due date, and,— 

( 0 ) where the return is furnished after the due date, ending 
on the date of furnishing of the return, or 

(b) where no return has been furnished, ending on the date 
of completion of the assessment under sub-section (5) of section 
16, 

on the amount of tax payable on the net wealth as determined on 
regular assessment 

Explanation 1 .—In this section, “due date” means the date speci¬ 
fied in sub-section (1) of section 14 as applicable in the case of the 
assessee. 

Explanation 2 .—In this sub-section and sub-section ( 3 ), “tax 
payable on the het wealth as determined on regular assessment” 
shall not include the additional wealth-tax, if any, payable under 
section 18D. 

Explanation 3- —Where, in relation to an assessment year, an 
assessment Is mad e for the first time under section 17, the assessment 
so made shall be regarded as a regular assessment for the purpose* 
of this section. 

(2) The interest payable under sub-section (I) shall be redueed 
by the interest, if any, paid under section 15B towards the interest 
chargeable under this section. 

(3) Where the return of net wealth for any assessment vear, 
required by a notice under sub-section ( 1 ) of section 17 issued after 
the completion of an assessment under sub-section ( 3 ) or sub-section 
(5) of section 16 or section 17, is furnished after the expiry of the 
time allowed under such notice, o r is not furnished, the assessee shall 
be liable to pay simple interest at the rate of two per cent, for every 
month or part of a . month comprised in the period commencing on 
the day immediately following the expiry of the time allowed as 
aforesaid, and,— 

(a) where the return is furnished after the expiry of the time 
aforesaid, ending on the date of furnishing the return; or 

(b) where no return has been furnished, ending on the date 
of completion of the reassessment under section 17, 

on the amount by which the tax on the net wealth determined on 
the basis of such reassessment exceeds the tax on the net wealth as 
determined on the basis of the earlier assessment aforesaid. 


Insertion 
of new 
section 
17B. 

Interest 
for de¬ 
faults in 
furnishing 
return 
of net 
wealth. 



94 


THE GAZETTE OP INDIA EXTRAORDINARY 


[Part H— 


Substitu¬ 
tion of 
new sec¬ 
tions for 
sections 
18 and 
18 A 

Penalty 

for 

failure 
to comply 
with 

notices. 


Explanation .—In this sub-section, “tax on the net wealth deter¬ 
mined on the basis of the reassessment under section 17” shall not 
include- the additional wealth-tax, if any, payable under section 18D. 

(4) Where, as a result of an order under section 23 or section 24 
or section 25 or section 27 or Section 29 or section 35 or any order 
of the Wealth-tax Settlement Commission under sub-section (4) 
of section 22D, the amount of tax on which interest was pay¬ 
able under this section has been increased or reduced, as the case may 
be, the interest shall be increased or reduced accordingly, and,— 

( i ) in a case where the interest is increased, the Assessing 
Officer shall serve on the assessee a notice of demand in the 
prescribed form specifying the sum payable, and such notice of 
demand shall be deemed to b e a notice under section 30 and the 
provisions of this Act shall apply accordingly, and 

(ii) in a case where the interest is reduced, the excesa 
interest paid, if any, shall be refunded. 

(5) The provisions of this section shall apply in respect of 
assessments for the assessment year commencing on the 1st day of 
April, 1989 and. subsequent assessment years.’. 

142. For sections 18 and 18A of the Wealth-tax Act, the following 
sections shall be substituted, namely: — 


'18. (1) If the Assessing Officer, In the course of any proceedings 
under this Act, Is satisfied that any person has failed to comply with 
the notice under sub-section (2) or sub-section (4) of section 16, the 
Assessing Officer may, by order in writing, direct that such person 
shall pay, by way of penalty, a surntwhich shall not be less than one 
thousand rupees but which may extend to twenty-five thousand 
rupees for each such failure: 

Provided that— 

(a) no penalty shall be imposable under this section, if the 
person proves that there was reasonable cause for the failure 
referred to in this sub-section; 

(b) no order imposing a penalty under this section shall be 
made— 

(i) by the Income-tax Officer, where the penalty exceeds 
ten thousand rupees; 

(ii) by the Assistant Commissioner, where the penalty 
exceeds twenty thousand rupees, 

except with the prior approval of the Deputy Commissioner. 

(2) No order shall be made under sub-section (1) unless the 
person concerned has been heard, or has been given a reasonable 
opportunity of being heard. 

(3) No order Imposing a penalty under sub-section (1) shall be 
passed after the expiry of the financial year In which the proceedings, 
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in the course of which action for the imposition of penalty has been 
initiated, are completed, or six months from the end of the month in 
which action for imposition of penalty is initiated, whichever period 
expires later. 

Explanation.—In computing the period of limitation for the 
purposes of this section,— 

(i) any period during which the immunity granted under 
section 22H remained in force; 

(ii) the time taken in giving an opportunity to the assessee 
to be re-heard under the proviso to section 39; and 

(ili) any period during which a proceeding under this 
section for the levy of penalty is stayed by an order or injunction 
of any court, 

shall be excluded. 

18A. (1) If any person,— 

(a) being legally bound to state the truth of any matter 
touching the subject of bis assessment, refuses to answer any 
question put to him by a wealth-tax authority in the exercise of 
his powers under this Act; or 

(b) refuseg to sign any statement made by him in the course 
of any proceedings under this Act, which a wealth-tax authority 
may legally require him to sign; or 

[C) to whom a summons is issued under sub-section (1) of 
section 37 either to attend to give evidence or produce books of 
account or other documents at a certain place and time, omits 
to attend or produce the books of account or documents at the 
place and time, 

he shall pay, by way of penalty, a sum which shall not be less than 
five hundred rupees but which may extend to ten thousand rupees for 
each such default or failure: 

Provided that no penalty shall be imposable under clause (c) if 
the person proves that there was reasonable cause for the said failure. 

(2) If a person fails to furnish in due time any statement or 
information which such person is bound to furnish to the Assessing 
Officer under section 38, he shall pay, by way of penalty, a sum which 
shall not be less than one hundred rupees but which may extend to 
two hundred rupees for every day during which the failure continues: 

Provided that no penalty shall be imposable under this sub-section 
If the person proves that there was reasonable cause for the wild 
failure. 

(3) Any penalty imposable under sub-section (I) or sub-section 
(2) shall be imposed— 

(o) in a case where the contravention, failure or default in 
respect of which such penalty is imposable occurs in the course 
of any proceeding before a wealth-tax authority not lower in rank 
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than a Deputy Director or a Deputy Commissioner, by such 
wealth-tax authority; 

(b) in any other case, by the Deputy Director or the 
Deputy Commissioner. 

(4) No order under this section shall be passed by any wealth- 
tax authority referred to in sub-section ( 3 ) unless the person on whom 
the penalty is proposed to be imposed has been heard, or has been 
given a reasonable opportunity of being heard in the matter, by such 
authority. 

Explanation .—In this section, “wealth-tax authority” includes a 
Director General, Director, Deputy Director, Assistant Director and 
a Valuation Officer while exercising the powers vested in a court 
under the Code of Civil Procedure, 1908, when trying a suit in respect 5 of 1908. 
of the matters specified in sub-section (1) of section 37.’. 

143. In the Wealth-tax Act, after section 18C, the following Chapter 
shall be inserted, namely:— 


“CHAPTER IVB 

Charge of additional wealth-tax in certain cases 

18D. (I) Where, in the case of any person, the net wealth 
determined in the regular assessment for any assessment year 
(hereafter in this section referred to as assessed net wealth) exceeds 
the net wealth declared in the return of net wealth furnished by 
such person for that assessment year (hereafter in this section re¬ 
ferred to as returned net wealth) by any amount, the Assessing 
Officer shall make an order in writing that, such person shall, apart 
from the sum determined as payable by him on the basis of the 
assessment under section 16, be liable to pay, by way of additional 
wealth-tax, in respect of the said assessment year, as sum calculat¬ 
ed on such excess amount at the rate of three per cent. 

(2) For the purposes of sub-section (1),— 

(a) where such person has furnished two or more returns of 
net wealth for the same assessment year, the net wealth declared 
in the return furnished last before the service of a notice under 
sub-section (2) of section 16 on such person shall be treated as 
the returned net wealth; 

( b ) where such person fails to furnish the return of net 
wealth in respect of any assessment year and the assessment for 
that year is made under sub-section (5) of section 16, the returned 
net wealth shall be taken to be nil; 

(c) where such person fails to furnish a return of net wealth 
for any assessment year under section 14 or section 15, but 
furnishes such return after he is served with a notice under 
section 17, the returned net wjealth shall be taken to be nil. 

(3) Where, as a result of an order under section 17 or section 23 
or section 24 or section 25 or section 27 or section 29 or section 35 or 
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any order of the Wealth-tax iietLiement Commission, 

under sub-section (4) of section 2ZD, the amount on whicn the 
additional wealth-tax is payable under suo-secuon (1) has been 
increased or reduced, as the case may be, tlie auditionai wealtn-tax 
s ha ll be increased or reduced accordingly, and,— 

(i) in a case where the additional wealth-tax is increased, 
the Assessing Officer shall serve on the asseasee a notice of 
demand in the prescribed iorm speciiying the sum payable, and 
such notice of demand shall be deemed to be a nonce under 
section 30 and the provisions of this Act snail apply accordingly; 

(u) in a case where the additional wealth tax is reduced, the 
excess amount paid, if any, shall be refunded. 

(4) The Chief Commissioner or Commissioner may, in hi* 
discretion, whether on his own motion or otherwise, waive or reduce 
the amount of additional wealtn-tax payable untier sub-section (1) 
by any person, if he is satisfied that tfie wfiole or, as the case may 
be, any part of the excess amount referred to in tnai sub-secuoa Is 
attributable to any amount added or disallowed in computing the 
assessed net wealth, as a result of the rejection oi any explanation 
(by way oi interpretation of any provision of this Act or otnerwise) 
ottered by such person, if such explanation is buna fide and ail the 
facts relating to the same and material to the computation of the 
assessed net wealth have been disclosed by him: 

Provided that— 

,(i) where an appeal before the Deputy Commissioner 
(Appeals) or Commissioner (Appeals) or the Appellate Tribu¬ 
nal has also been hied by the assessee against the order of 
assessment, the petition for waiver or reduction of the amount 
of additional wealth-tax can be tiled by the assessee only after 
the decision on such appeal; 

(ii) the petition for waiver or reduction of the amount of 
additional wealth-tax shall be accompanied by a fee of one 
Hundred rupees. 

(5) Where in the course of a search under section 37A, the 
assessee is found to be the owner of any money, bullion, Jewellery 
or other valuable article or thing (hereinafter referred to as assets), 
and the assessee claims that such assets represent or form part of hi* 
net wealth— 

(a) on any valuation date falling before the date of the 
search, but the return in respect of the net wealth on such date 
hag not been furnished before the date of the search or where such 
return has been furnished before the said date, such assets have 
not been declared in such return; or 

(b) on any valuation date falling on or after the date of the 
search, 

then, notwithstanding that such assets are declared by him in any 
return of net wealth furnished on or after the date of the search, the 
value of such assets shall not, for the purposes of liability to the 
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additional, wealth-tax under sub-section (I), be treated as forming 
part of the returned net wealth, unless— 

(i) such assets are recorded— 

(A) In a case falling under clause (a), before the date of 
the search; and 

(B) In a case falling under clause (b), on or before the 
date of the search, 

in the books of account, if any, maintained by him or such 
assets are otherwise disclosed to the Chief Commissioner 
or Commissioner before the said date; or 

(ii) the assessee, in the course of the search, makes a state¬ 
ment under sub-section (4) of section 37A that any money, bul¬ 
lion, jewellery or othre valuable article or thing found in his pos¬ 
session or under his control forms part of his net wealth which 
has not been disclosed so far in his return of net wealth to be 
furnished before the expiry of the time specified in sub-section 

(1) of section 14, and also specifies in the statement the manner 
in which such net wealth has been acquired and pays the tax to¬ 
gether with interest, if any, in respect of such net wealth. 

(6) The additional wealth-tax payable under this section shall 
not be included in the amount of t® x payable on the net wealth as 
determined on regular assessment, for the purposes of section 17B. 

144. In section 21A of the Wealth-tax Act,— 

(a) in clause (i), for the words, brackets and figures “any persoD 
referred to in sub-section (3) of section 13 of the Income-tax Act”, the 
words “any interested person,” shall be substituted; 

(b) in clause (ii), for the words, brackets and figures “any person 
referred to in sub-section (3) of section 13 of the said Act, or”, the 
words “any interested person,” shall be substituted; 

(c) clause (iii) shall be omitted; 

(d) in the first proviso, for the words, brackets and figures “any 
person referred to in sub-section (3) of section 13 of the Income-tax 
Act”, the words “any interested person” shall be substituted; 

(e) in the second proviso,— 

(i) for the words, brackets and figures “any person referred 
to in sub-section (3) of section 13 of the Income-tax Act has a 
substantial interest as provided in Explanation 3 to that section”, 
the words, figures, brackets and letter “any interested person has 
a substantial interest as provided in Explanation 3 below sub¬ 
jection (4) of section 80F of the Income-tax Act” shall be substi¬ 
tuted; 

(ii) for the words, brackets and figure “any person referred 
to in the aforesaid sub-section (3)”, the words “any interested 
person” shall be substituted; 
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(/) in the third proviso,— 

(i) for clause (a), the following clause shall he substituted, 
namely:— 

‘(a) in the case of any trust or institution of national 
importance notified under clause (d) of sub-section (1) of 
section 80F of the Income-tax Act,— 


(i) the provisions of clause (i) and clause (ii) shall 
not apply; and 

(M) the other provisions of this section shall apply 
with the modification that for the words “at the maximum 
marginal rate”, the words and figures “at the rates speci¬ 
fied in Fart T of Schedule I in the case of an individual* 
Shall be substituted;’; 


(M) in clause (b), for the words, brackets and figures “clauses 
(i) to (Mi)*, the words, brackets and figures "clauses (i) and (M)“ 
shall be substituted; 

(g) in the Explanation, for clauses (a) and (an ), the following 
clauses shall be substituted, namely: — 

*(a) the expression “interested person” shall have the meaning 
assigned to it in clause (a) of Explanation 1 below sub-section (4)' 
of section 80F of the Income-tax Act; ' 


(ah) any part of the property or income of a trust shall He 
deemed to have been used or applied for the benefit of any in¬ 
terested person in every case in which it can he so deemed to 
have been used or applied within the meaning of clause (c) of 
sub-section (3) of section 80F of the Income-tax Act at any time 
during the period of twelve months ending with the relevant 
valuation date;’. 

145. In section 21A A of the Wealth-tax Act. in sub-section (1), for 
the portion beginning with the words “purposes of this Act” and end¬ 
ing with the words “beneficial to the revenue”, the words “purposes of 
this Act, and at the maximum marginal rate” shall he substituted. 

146. Tn section 23 of the Wealth-tax Act,— 

(a) in sub-section (1),— 

Ti) for clause Td) the fallowing clause shall he substituted, 
namely:— 


Amend¬ 
ment of 
•action 
21AA. 


Amend- 
matnt of 
•action 
28. 


“(d) objecting to any penaltv imnosed bv the Assess¬ 
ing Officer under section 18 as it stood immediately before 
the 1st day of April. 1989 or under section 18 as amended 
by the Direct Tax Laws (Amendment) Act, 1987;”; 


(M) clause (i) shall be omitted: 

(bY in sub-section (IA). for clauses (bV, (c)‘ and '(d), the fol¬ 
lowing clauses shall be substituted, namely: — 

“(bY obfectlncr to anv penalty imposed under clause 
(c) of sub-section T1) of section 18 as it, stood immediately 
before the 1st day of Anri], 1989 in respect of any assessment 
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year commencing on the 1st day of April, 1988 or any earlier 
assessment year where such penalty has been imposed with the 
previous approval of the Deputy Commissioner under sub-sec¬ 
tion (3) of that section; or 

(c) objecting to any assessment or order referred to in clause* 
(a) to (h) (both inclusive) of sub-section (1), where such 
assessment or order has been made by the Deputy Commission¬ 
er in exercise of the powers or functions conferred on or assi¬ 
gned to him under section 8 or section 11; or 

(d) objecting to any penalty imposed by the Deputy Dir¬ 
ector or the Deputy Commissioner under section 18A."; 


Insertion 
of new 
section 
23 A. 


(c) for sub-sections (IB), and (1C), the following sub-section 
shall be substituted, namely:-- 

“(IB) Notwithstanding anything contained in sub-section (1), 
the Board or the Director General or Chief Commissioner or Com¬ 
missioner if so authorised bv the Board, may, by order in writing, 
transfer anv anneal which is pending before a Deputy Com¬ 
missioner (Anneals) and any matter arising out of or connect¬ 
ed with such appeal and which is so pending, to the Commis¬ 
sioner '(Anneals) if the Board or, as the case may be, the 
Director General, Chief Commissioner or Commissioner 
(at the request of the appellant or otherwise) is satisfied that 
It is necessary or expedient so to do having regard to the nature 
of the case, the complexities involved and other relevant con¬ 
siderations and the Commissioner (Anneals) may proceed with 
such appeal or matter from the stage at which it was before it 
was so transferred: 

Provider! that the appellant may demand that before pro¬ 
ceeding further with the anneal or matter, the previous pro¬ 
ceeding or anv part thereof be re-opened or that he be re¬ 
heard;”; 

(d) in sub-section (2A), the proviso shall be omitted, 

147. After section of the Wealth-tax Act. the following section 
shall he inserted, namely;— 


Applica 
tlon by 
thft 

&MMMO 

In 

certain 

ca*w. 


“23A (7) Where before punishing a return of re* wealth under 
gub-sectiep (t) of section 14 or section 15 or sub-section (4) of 
section 16 for anv assessment year, anv question arises as to whether,— 

fa) any wealth is includible or not in computing the net 
wen T th (hereafter In this section referred to as the disputed 
wealth), or 

(b) any exemption or deduction is admissible or not In com¬ 
puting the net wealth (hereafter in this section referred to as the 
disputed deduction), 

the assesspe shall after furnishing such" return, malro an application 
under sub-section (2): 
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Provided that the assessee,— 

(i) shall include in such return the disputed wealth and shall 
not claim the disputed deduction; and 

({{) shall also pay thirty per cent, of the tax due on the disput¬ 
ed wealth and in respect of the amount of disputed deduction. 

(!) The application under sub-section (1) may be made within 
thirty days of furnishing the aforesaid return, to the Deputy Com¬ 
missioner (Appeals) or as the case may be, to the Commissioner 
'(Appeals). 

(3) For the purpose of disposing of an application under sub¬ 
section (1), the Deputy Commissioner '(Appeals) or, as the case 
may be, the Commissioner (Appeals) may— 

(a) conduct such inquiry or call for such books of account, 
other documents or information which he deems necessary; or 

(b) direct the Assessing Officer to conduct such Inquiry and 
furnish the report thereon, 

and thereafter decide the question raised in the application and pass 
such orders thereon as he thinks fit. 

(4) The provisions relating to filing of appeals under this Act 
shall, so far as may be, apply to tho making of an application under 
this section as if such application were an appeal.”. 

Amend¬ 
ment of 
Mdk»31. 


(b) in sub-section (2),— 

({) for the words, brackets and figure “fifteen per cent, per 
annum from the day commencing after the end of the period 
mentioned in sub-section (1)”, the words, brackets and figure 
“one and one-balf per cent, for every month or part of a month 
comprised in the period commencing from th!e day Immediately 
following the end of the period mentioned In sub-section (I) 
and ending with the day on which the amount is paid” shall ho 
substituted; 

(ii) in the proviso, after the words and figures “or section 
35”, the words, brackets, figures and letter “or any order of the 
Wealth-tax Settlement Commission under sub-section (4) of 
section 22D’’ shall he inserted; 

(iii) after the proviso, the following proviso shall be in¬ 
serted, namely: — 

“Provided further that in respect of any period com¬ 
mencing on or before the 31st day of March, 1989, and 
ending after that date, such interest shall, in respect of so 
much of such period as falls after that date, be calculated 
at the rate of one and one-half per cent, for every month nr 
part of a month.”. 


148. In section 31 of the Wealth-tax Act,— 

(a) in sub-sectinn (1) and the proviso to that sub-section, for 
the words “thirty-five days”, in the threle places where they occur, 
the words "thirty days” shall be substituted; 
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149. In section 32 of the Wealth-tax Act,— 

(a) for the words "and to Wealth-tax Officer and Commissioner 
of Wealth-tax instead of to Income-tax Officer and Commissioner of 
Income-tax”, the words “and to the corresponding wealth-tax 
authorities instead of to the income-tax authorities specified therein’* 
shall be substituted; 

(b) for Explanation II, the following Explanation shall be 
substituted, namely: — 

"Explanation II. —The Chief Commissioner or Commis¬ 
sioner and the Tax Recovery Officer referred to in the Income- 
tax Act shall be deemed to be the corresponding wealth-tax 
authorities for the purpose of recovery of wealth-tax and sum# 
imposed by way of penalty, fine and interest under this Act.”. 

150. In section 34A of the Wealth-tax Act,— 

({) to sub-section (1), the following proviso shall be added, 
namely: — 

“Provided that where, by the order aforesaid,— 

(a) an assessment is set aside or cancelled and an order 
of fresh assessment is directed to be made, the refund, if 
any, shall become due only on the making of such fresh 
assessment; 

(b) the assessment is annulled, the refund shall become 
due only of the amount, if any, of the tax paid in excess 
of the tax chargeable on the total income returned by the 
assessee”; 

({{) after sub-section (4), the following sub-sections shall be 
Inserted, namely:— 

m (4A) The provisions of sub-sections (3), (M) and (4) 
shall not apply in respect of any assessment for the assessment 
year commencing on the 1st day of April, 1989, or any subse¬ 
quent assessment year. 

(4B) (a) Where, in pursuance of any order passed under 
this Act, the refund of any amount becomes due to the assossee 
he shall, subject to the provisions of this sub-section, be entitled to 
receive, in addition to the said amount, simple interest thereon 
calculated at the rate of one and a half per cent, for every 
month or part of a month comprised in the period or periods 
from the date or, as the case may be, dates of payment of the 
tax or penalty to the date on which the refund is granted. 

Explanation. —For the ourposes of this clause, “date of pay¬ 
ment of the tax or penalty” means the date on and from which 
the amount of tax or nenaltv specified in the notice of demand 
issued under section 30 is paid in exdess of such demand. 

If the proceedings resulting in the refund are delayed 
for reasons attributable to the assessee. whether wholly or in 
part, period of the delay so attributable to him shall be exclud¬ 
ed from the period for which interest Ts payable and where anv 
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question arises as to the period to be excluded, it shall be 
decided by the Chief Commissioner or Commissioner whose 
decision thereon shall be final- 

(c) Where, as a result of an order under section 17 or sec¬ 
tion 23 or section 24 or section 25 or section 22 or section 29 
or section 35 or any order of the Wealth-tax Settlement Com¬ 
mission under sub-section (4) of section 22D, the amount 
on which interest was payable under clause (a) has been 
increased or reduced, as the case may be, the interest shall be 
increased or reduced accordingly, and in a case where the 
interest is reduced, the Assessing Officer shall serve on the 
assessee a notice of demand in the prescribed form specifying 
the amount of the excess interest paid and requiring him to 
pay such amount; and such notice of demand shall be deemed 
to be a notice under section 30 and the provisions of this Act 
shall apply accordingly. 

(d) The provisions of this sub-section shall apply in respect 
of assessments for the assessment year commencing on the lBt 
day of April, 1989, and subsequent assessment years.”. 

151. In section 35 of the Wealth-tax Act, in sub-section (1), clause 
(aa) shall be renumbered as clause (aaa) and before clause (aaa) as 
so renumbered, the following clause shall be inserted, namely:— 

“(aa) a wealth-tax authority may amend any intimation sent 
by it under sub-section (I) of section or enhance or reduce the 
amount of refund granted by it under that sub-section.”, 

152. In section 35K of the Wealth-tax Act,— 

(a) in sub-section (1), for the words “an assessment year', the 
words, figures and letters “the assessment year commencing on the 
1st day of April, 1988, or any earlier assessment year’’ shall be 
substitutjed; 

( b) in sub-section (2), for the words, figures and letters “any 
of the Wealth-tax authorities specified in sections 8, 9, 9A, 10, 10A 
and 11”, the words and brackets “any Wealth-tax authority (not 
being an Inspector of Income-tax)” shall be substituted* 

153. In section 37 of the Wealth-tax Act,— 

(a) after sub-section (1), the following sub-section shall be 
inserted, namely:— 

“(1A) If the Director General or Director or the authorised 
officer referred to in sub-section (1) of section 37A, before he 
takes action under clauses (i) to (vi) of that sub-section, has 
reason to suspect that any net wealth has been concealed, or 
is likely to be concealed, by any person or class of persons with¬ 
in his jurisdiction, then, for the purposes of m akin g any inquiry 
or investigation relating thereto, it shall be competent for him 
to exercise the powers conferred under sub-section (I) on the 
wealth-tax authorities referred to in that section, notwithstand¬ 
ing that no proceedings with respect to such person or class of 
persons are pending before him or any other wealth-tax autho¬ 
rity.”; 
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(b) sub-section (2) shall be omitted; 

(c) in sub-section (3),— 

(i) after the words, brackets and figure “in sub-section 

(I) ”, the words, brackets, figure and letter “or sub-section 
(IA)” shall be inserted; 

(ii) in the proviso, after the words “Valuation Officer’’, 
the words “or an Assistant Director” shall be inserted. 

154. In section 37A of the Wealth-tax Act,— 

(1) in sub-section (1),— 

(a) in clause (c), for the words “any articles or things in¬ 
cluding money”, the words “any money, bullion, jjeweliery or 
other valuable article or thing” shall be substituted; 

(b) in clauses (A) and (B), for the words “or Wealth-tax 
Officer” the words “Assistant Commissioner or Income-tax Offi¬ 
cer” shall be substituted; 

(c) in clauses (i) and (ii), for the words “articles or things 
including money”, the words “money, bullion, jewellery or other 
valuable article or thing” shall be substituted; 

(d) for clause (iv) , the following clause shall be substituted, 
namely:— 

“ (iv) seize any such books of account, other documents, 
money, bullion, jewellery or other valuable article or thing 
found as a result of such search;”; 

(e) in clause (vi), for the words “any articles or things 
including money”, the words “any money, bullion, jewellery 
or other valuable article or thing” shall be substituted; 

(J) in the proviso, for the word and figures “section 10”, the 
word and figure “section 8“ shall be substituted; 

(y) after the proviso, the following proviso shall be in¬ 
serted, namely:— 

“Provided further that where it is not possible or prac¬ 
ticable to take physical possession of any valuable article 
or thin g and remove it to a safe place due to its volume, 
weight or other physical characteristics or due to its being 
of a dangerous nature, the authorised officer may serve an 
order on the owner or the person who is in immediate pos¬ 
session or control thereof that he shall not remove, part 
with or otherwise deal with it except with the previous per¬ 
mission of such authorised officer and such action of the 
authorised officer shall be deemed to be seizure of such 
valuable article or thing under clause (iv) of this sub¬ 
section."; 

(2) in sub-section (2),— 

(a) for the words “articles or things including money”, the 
words “money, bullion, jewellery or other valuable article or 
thing” shall be substituted; 
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(b) tor the word and figures “section 10 the word and figure 
“section 8” shall be substituted; 

(3) after sub-section (3), the following sub-section shall be 
inserted, namely: — 

“ (3A) The authorised officer may, where it is not practicable 
to seize any books of account, other documents, monley, bullion, 
jewellery or other valuable article or thing, for reasons other 
than those mentioned in the second proviso to sub-section (1), 
serve an order on the owner or the person who is in immediate 
possession or control thereof that he shall not remove, part with 
or otherwise deal with it except with the previous permission 
of such officer and such officer may take such steps as may be 
necessary for ensuring compliance with this sub-section. 

Explanation .—For the removal of doubts, it is hereby dec¬ 
lared that serving of an order as aforesaid under this sub-siectton 
shall not be deemed to be seizure of such books of account, 
other documents, money, bullion, jewellery or other valuable 
article or thing under clause (in) of sub-section (1).”; 

(4) in sub-section (4), the following Explanation shall be in¬ 
serted at the end, namely: — 

“Explanation-—For the removal of doubts, it la hereby dec¬ 
lared that the examination of any person under this sub-section 
may be not merely in respect of any books of account, other 
documents or assets found as a result of the search, but also in 
respect of matters relevant for the purposes of any investigation 
connected with any proceedings under this Act.”; 

(5) after sub-section (5), the following sub-sections shall be 
inserted, namely: — 

‘‘ (5A) Where any money, bullion, jewellery or other valu¬ 
able article or thing (hereafter in this section and in sections 
37B and 37C referred to as the assets) is seized under sub-section 
(1) or sub-section (2), the Assessing Officer, after affording a 
reasonable opportunity to the person concerned of being heard 
and making such inquiry as may be prescribed, shall, within 
one hundred and twenty days of the seizure, make an order, 
with the previous approval of the Deputy Commissioner,— 

(t) estimating the undisclosed net wealth in a summary 
manner to the best of his judgment on the basis of such 
materials as are available with him; 

(ii) calculating the amount of tax on the net wealth so 
estimated in accordance with the provisions of this Act; 

(iii) determining the amount of interest payable and the 
amount of any penalty imposable in accordance with the 
provisions of this Act, as if the order had been the order of 
regular assessment; 

(it)) specifying the amount that will be required to 
satisfy any existing liability under this Act in respect of 
which such person i- in dp mult or i.; deemed to be in default, 
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and retain in his custody such assets or part thereof as are in 
his opinion sufficient to satisfy the aggregate of the amounts re¬ 
ferred to in clauses (it), (tit) and (to) and forthwith release the 
remaining portion, if any, of the assets to the person from whose 
custody they were seized; 

Provided that where a person has paid or made satisfactory 
arrangements for payment of all the amounts referred to in clauses 
(ii), (iii) and (to) or any part thereof, the Assessing Officer, 
may with the previous approval of the Chief Commissioner or 
Commissioner release the assets or such part thereof as he may 
deem fit in the circumstances of the case. 

( 5B ) The assets retained under sub-section (5A) may be 
dealt with in accordance with the provisions of section 37C. 

(5C) If the Assessing Officer is satisfied that the seized assets 
or any part thereof were held by such person for or on behalf of 
any other person, the Assessing Officer may proceed under sub¬ 
section (5A) against such other person and all the provisions of 
this section shall apply accordingly.”; 

(6) after sub-section (6), the following sub-section shall be in¬ 
serted, namely: — 

"(6A) An order under sub-section (3A) shall not be In force 
for a period exceeding sixty days from the date of the order, 
except where the authorised officer, for reasons to be recorded 
in writing by him, extends the period of operation of the order 
beyond sixty days, after obtaining the approval of the Chief Com¬ 
missioner or Commissioner for such extension: 

Provided that the Chief Commissioner or Commissioner shall 
not approve the extension of the period for any period beyond 
the expiry of thirty days after the completion of the proceedings 
under this Act in respect of the years for which the books of 
account, other documents, money, bullion, jewellery or other 
valuable articles or things are relevant.’’; 

(7) after sub-section (9), the following sub-section shall be in¬ 
serted, namely.-'— 

“ (9A) If any person objects for any reason to an order made 
under sub-section ( 5A), he may, within thirty days from the 
date of such order, make an application to the Chief Commissioner 
or Commissioner stating therein the reasons for such objection and 
requesting for appropriate relief in the matter.”; 

(S) for sub-section (10), the following sub-section shall be sub¬ 
stituted, namely:— i 

"(10) On receipt of the application under sub-section (9), 
the Board, or on receipt of the application under sub-section (9A), 
the Chief Commissioner or Commissioner, may, after giving the 
applicant an opportunity of being heard, pass such orders as it or 
he thinks fit "; 1 

(9) after sub-section (12), the following Explanations shall be 
inserted, namely: — 

‘ Explanation 1. —In computing the period referred to in sub¬ 
section (.74) for the purposes of that .sub-section, any period during 
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which any proceeding under this section is stayed by an order 
or injunction of any court shall be excluded. 

Explanation 2. —In this section, the word “proceeding” mean* 
any proceeding in respect of any year under this Act which may 
be pending on the date on which a search is authorised under 
this section or which may have been completed on or before such 
date and includes also proceedings under this Act which may b« 
commenced after such date in respect of any year.’. 

155. In section 37B of the Wealth-tax Act,— 

(a) in sub-section ( 1 ),— 

(i) in clause (c), for the words “any articles or things Inclu¬ 
ding money”, the words “any assets” shall be substituted; 

(li) for the words “or Wealth-tax Officer”, the word* 
“Assistant Commissioner or Income-tax Officer” shall be sub¬ 
stituted; 

(iii) for clauses (i) and (ii), the words “to deliver such books 
of account, other documents, or assets to the requisitioning offi¬ 
cer” shall be substituted; 

(b) in sub-section (2), for clauses (i) and (ii), the following shall 
be substituted, namely:— 

“thje officer or authority referred to in clause (a) or clause 

(b) or clause (c), as the case may be, of that sub-section shall 
deliver the books of account, other documents, or assets to the 
requMtioning officer either forthwith or when such officer or 
authority is of the opinion that it is no longer necessary to retain 
the same in his or its custody.”; 

(c) for sub-section (3), the following sub-section shall be sub¬ 
stituted, namely:— 

‘ (3) Where any books of account, other documents, 
or assets have been delivered to the requisitioning officer, 
the provisions of sub-sections (5) to (12) (both inclusive) 
of section 37A and section 37C shall, so far as may be, apply as 
if such books of account, other documents, or assets had been 
seized under sub-section (2) of section 37A by the requisitioning 
officer from the custody of the person referred to in clause (a) 
or clause (b) or clause (c) of sub-section (I) of this section and as 
if for the words “the authorised officer” occurring in sub-section* 
(5) to (12) aforesaid, the words “the requisitioning officer” were 
substituted.’. 

156. After section 37B of the Wealth-tax Act, the following section 
shall be inserted, namely: — 


“37C. (1) The assets retained under sub-section (5A) of section 
37A may be dealt with in the following manner, namely: — 

(i) the amount of the existing liability referred to in clause 
(iv) of the said sub-section and the amount of the liability deter- 
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mined on ■completion of the regular assessment or re-assessment 
for all the assessment years for which the net wealth referred to 
in clause (i) of that sub-section is assessable to tax (including 
any penalty levied or interest payable, in connection with such 
assessment or re-assessment) and in respect of which the assessee 
is in default or is deemed to be in default may be recovered out 
of such assets; 

( ii ) if the assets consist solely of money, or partly of money 
and partly of other assets, the Assessing Officer may apply such 
money in the discharge of the liabilities referred to in clause ({) 
and the assessee shall be discharged of such liabilities to the 
extent of the money so applied; 

(iii) the assets other than money may also be applied for the 
discharge of any such liability referred to in clause (i) as remains 
undischarged and for this purpose such assets shall be deemed 
to be under distraint as if such distraint was effected by the 
Assessing Officer under authorisation from the Chief Commissio¬ 
ner or Commissioner under sub-section (5) of section 226 of the 
Income-tax Act as made applicable to this Act by section 32, and 
the Assessing Officer may recover the amount of such liabilities 
by the sale of such assets and such sale shall be effected in the 
manner laid down in the Third Schedule to the Income-tax Act 
as made applicable to this Act by section 32. 

(2) Nothing contained in sub-section (2) shall preclude the re¬ 
covery of the amount of liabilities aforesaid by any other mode laid 
down in this Act. 

(3) Any assets or Proceeds thereof which remain after the lia¬ 
bilities referred to in clause (i) of subjection (2) are discharged shall 
be forthwith made over or paid to the persons from whose custody 
the assets were seized. 

(4) (a) The Central Government shall pay simple interest at the 
rate of fifteen per cent- per annum on the amount by which the aggre¬ 
gate of the money retained under section 37A and of the proceeds, 
If any, of the assets sold towards the discharge of the existing liabi¬ 
lity referred to in clause (iv) of sub-section (5A) of that section 
exceeds the aggregate of the amounts required to meet the liabilities 
referred to in clause (i) of sub-section (2) of this section. 

(b) Such interest shall run from the date immediately following 
the expiry of the period of six months from the date of the order 
under sub-section (5A) of section 37A to the date of the regular 
assessment or re-assessment referred to in clause ({) of sub-section 
(2) or, as the case may be, to the date of the last of such assessments 
or re-assessments.”. 

157. In section 38 of the Wealth-tax Act,— 

(a) for the words “Where, for the purposes of determining the 
wealth-tax payable by any person”, the words “Where, for the pur¬ 
poses of this Act” shall be substituted; 
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(h) for the words ‘The Wealth-is?: Officer”, in the fiirst place where 
they occur, the words “any wealth-tax authority” and, in the second 
and third places where they occur, the words “such wealth-tax autho¬ 
rity” shall be substituted; 

(c) after the words “from any individual, company”, the bra¬ 
ckets and words “(including a banking company)” shall be inserted. 

158. In section 45i of the Wealth-tax Act, after clause (i) and the 
Explanation thereto, the following clause shall be inserted, namely; — 

“ (j) a Mutual Fund specified under clause (23D) of section 10 
of the Income-tax Act.”. 

159. After section 46A of the Wealth-tax Act, the following section 
shall be inserted with effect from the 1st day of April, 1988, namely: — 


“47. (1) If any difficulty arises in giving effect to the provisions 
of this Act as amended by the Direct Tax Laws (Amendment) Act, 
1987, the Central Government may, by order, do anything not in¬ 
consistent with such provisions for the purpose of removing the 
difficulty: 

Provided that no such order shall be made after the expiration 
of three years from the 1st day of April, 1988. 

(2) Every order made under sub-section (1) shall be laid 
before each House of Parliament.”. 

160. The following amendments (being amendments of a consequen¬ 
tial nature) shall be made in the Wealth-tax Act with effect from the 
1st day of April, 1989, namely: — 

(1) in section 5, in sub-section (1), in clause (i), for the proviso, 
the following proviso shall be substituted, namely: — 

“Provided that nothing contained in this clause shall apply 
to any property forming part of any business, not being a busi- 
njess,— 

(a) the income whereof qualifies for deduction under sec¬ 
tion 80F of the Income-tax Act; or 

(b) a business carried on by an institution, fund or trust 
referred to in clause (22) or clause (22A) or clause ( 23B) or 
clause (23C) of section 10 of that Act;”; 

(2) in section 24, in sub-section (1), after the word and figures 
"section 23”, the words, figures and letter "or section 23A” shall be 
inserted; 

(3) in section 35, in sub-section (1 ),— 

(a) for clause ( h) , the following clause shall be substituted, 
namely: — 

“(b) the Deputy Director or Deputy Commissioner or 
Director or Commissioner or Deputy Commissioner (Appeals) 
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or Commissioner (Appeals) may amend any order passed by 
him under section 18A;”; 

(b) for clauses (d) and (e), the following clauses shall 
be substituted, namely: — 

“(c) the Deputy Commissioner (Appeals) or Com¬ 
missioner (Appeals) may amend any order passed by 
him under section 23 or section 23A; 

(d) the Commissioner may amend any order passed 
by him under section 25; 

(e) the Appellate Tribunal may amend any order 
passed by it under section 24.”. 

CHAPTER IV 

Amendments to the Gut-tax Act, 1958 

161. In the Gilt-tax Act, 1958 (hereafter in this Chapter referred to 18 of 1958 . 
as the Gift-tax Act), save as otherwise expressly provided in this Act, 
and unless the context otherwise requires, reference to any authority 
specified in column (1) of the Table below shall be substituted with effect 
from the 1st day of April, 1988 by references to the authority or authori¬ 
ties specified in the corresponding entry in column (2) of the said Table, 
and such consequential changes as the rules of grammar may require, 
shall also be made; i 


Tabus 


(1) 

(2) 

Director of Inspection 

Director General or Director 

Deputy Director of Inspection 

Deputy Director 

Assistant Director of Inspection 

Assistant Director 

Commissioner or Commissioner of Chief Commissioner or Commissioner 
Gift-tax 

Inspecting Assistant Commissioner Deputy Commissioner 
or Inspecting Assistant Commis¬ 
sioner of Gift-tax 

Appellate Assistant Commissioner 

Deputy Commissioner (Appeals) 

Gift-tax Officer 

Assessing Officer 

Inspector of Gift-tax 

Inspector of Income-tax: 


Provided that nothing contained in this section shall apply to the 
references to “Commissioner” occurring in sections 23 and 24. 

162. In section 2 of the Gift-tax Act,-- 


(a) clause (i) shall be omitted; 
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(b) after clause (ill), the following clause shall be inserted, 
namely: — 

‘( iiia ) “Assessing Officer” means the Assistant Commis¬ 
sioner or the Income-tax Officer who is vested with the relevant 
jurisdiction by virtue of directions or orders issued under sub¬ 
section (1) or sub-section (2) of section 120 or any other pro¬ 
vision of the Income-tax Act which apply for the purposes of 
gift-tax under section 7 of this Act, and also the Deputy Com¬ 
missioner who is directed under clause (b) of sub-section (4) 
of the said section 120 to exercise or perform all or any of the 
powers and functions conferred on or assigned to the Assessing 
Officer under that Act;’; 

(c) clauses (vi), (via), (viia), (xiii), (xv), (xvi), (xvia) and 
(xvii) shall be omitted; 

(d) for clause (mi), the following clause shall be substituted, 
namely: — 

‘(vii) the expressions “company”, “Indian company" 
and “company in which the public ane substantially interested” 
shall have the meanings respectively assigned to them under 
section 2 of the Income-tax Act;’; 

(e) for clause (xi), the following clause shall be substituted, 
namely: — 

*(ari) the expressions “firm”, “partner” and “partnership” 
shall have the meanings respectively assigned to them under 
section 2 of the Income-tax Act.’; 

(f) in clause (xx ),— 

(i) sub-clause (b) shall be omitted; 

(ii) in the first proviso, the words, brackets and letter “or 
sub-clause (b)” shall be omitted; 

(Hi) the second proviso shall be omitted; 

(g) after clause (xxiv), the following clause shall be inserted, 

namely:— J 

'(xxv) the expressions “Chief Commissioner”, “Director 
General”, “Commissioner”, “Commissioner (Appeals)”, “Director”, 
“Deputy Commissioner”, “Deputy Commissioner (Appeals)”, “As¬ 
sistant Commissioner”, “Income-tax Officer”, “Tax Recovery 
Officer” and “Inspector of Income-tax” shall have the meanings 
respectively assigned to them under section 2 of the Income-tax 
Act.’. 

163. In section 3 of the Gift-tax Act, in sub-section (2), for the words 
“Subject to the other provisions contained in this Act”, the words and 
brackets “Subject to the other provisions (including provisions for the 
levy of additional gift-tax) contained in this Act” shall be substituted. 
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164. For sections 7, 8, 9 and 10 of the Gift-tax Act, the following 
sections shall be substituted with effect from the 1st day of April, 1988, 
namely: — 


“7. The Income-tax authorities specified in section 116 of the 
Income-tax Act shall be the gift-tax authorities for the purposes of 
this Act and every such authority shall exercise the powers and 
perform the functions of a gift-tax authority under this Act in res¬ 
pect of any person within his jurisdiction, and for this purpose his 
jurisdiction under this Act shall be the same as he has under the 
Income-tax Act by virtue of orders or directions issued under sec¬ 
tion 120 of that Act (including orders or directions assigning con¬ 
current jurisdiction) or under any other provision of that Act. 

Explanation .—For the purposes of this section, the gift-tax 
authority having jurisdiction in relation to a person who has no 
income assessable to income-tax under the Income-tax Act shall be 
the gift-tax authority having jurisdiction in respect of the area in 
which that person resides, 

8. Section 118 of th e Income-tax Act and any notification issued 
thereunder shall apply in relation to the control of gift-tax authori¬ 
ties as they apply in relation to the control of the corresponding 
income-tax authorities, except to the extent to which the Board 
may, by notification in the Official Gazette, otherwise direct in res¬ 
pect of any gift-tax authority. 

9. (1) The Board may, from time to time, issue such orders, 
instructions and directions to other gift-tax authorities as it may 
deem fit for the proper administration of this Act, and such authori¬ 
ties and all other persons employed in the execution of this Act 
shall observe and follow such orders, instructions and directions of 
the Board: 

Provided that no such orders, instructions or directions shall 
be issued— 

(a) so as to require any gift-tax authority to make a parti¬ 
cular assessment or to dispose of a particular case in a parti¬ 
cular manner; or 

( b ) so as to interfere with the discretion of the Deputy 
Commissioner (Appeals) or Commissioner (Appeals) in the 
exercise of his appellate functions. 

(2) Without prejudice to the generality of the foregoing 
power,— 

(a) the Board may, if it considers it necessary or expedient 
so to do, for the purpose of proper and efficient management of 
the work of assessment and collection of revenue, issue, from 
time to time (whether by way of relaxation of any of the provi¬ 
sions of sections 15, 16, 17 and 34 or otherwise), general or 
special orders in respect of any class of cases, setting forth 
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direction* or instructions (not being prejudicial to assessees) 
as to the guidelines, principles or procedures to be followed by 
other gift-tax authorities in the work relating to assessment or 
collection of revenue or the initiation of proceedings for the im¬ 
position of penalties and any such order may, if the Board is of 
opinion that it is necessary in the public interest so to do, be 
published and circulated in the prescribed manner for general 
information; 

(6) the Board may, if it considers it desirable or expedient 
so to do for avoiding genuine hardship in any case or class of 
cases, by general or special order, authorise any gift-tax authority, 
not being a Deputy Commissioner (Appeals) or Commis¬ 
sioner (Appeals) to admit an application or claim for any 
exemption, deduction, refund or any other relief 
under this Act after the expiry of the period specified by or under 
this Act for making such application or claim and deal with the 
same on merits in accordance with law. 

10. (1) The provisions of sections 124 and 127 of the Income-tax 
Act shall, so far as may be, apply for the purposes of this Act as they 
apply for the purposes of the Income-tax Act, subject to the modi¬ 
fications specified in sub-section (2). 

t 

(2) The modifications referred to in sub-section (1) shall be the 
following, namely:— 

(a) in section 124 of the Income-tax Act,— 

(() in sub-section (3), references to the provisions of 
the Income-tax Act shall be construed as references to the 
corresponding provisions of the Gift-tax Act; 

(H) sub-section (5) shall be omitted; 

(b) in section 127 of the Income-tax Act, in the Explanation 

below sub-section (5), references to proceedings under the 
Income-tax Act shall be construed as including references to 
proceedings under the Gift-tax Act.”. i 

165. Sections 7A, 7AA, 7B, 8A, 9A, 11, 11A, 11AA, 11B and 12 of the 
Gift-tax Act shall be omitted with effect from the 1st day of April, 1988. 


166. In section 13 of the Gift-tax Act,— 

(a) for sub-sectiong (1) and (2), the following sub-sections shall 
be substituted, namely:— 

“(1) Every person who during a previous year hag mad* 
any taxable gifts, or Is assessable in respect of the taxable gift* 
made by any other person under this Act, which in either case, 
exceeded the maximum amount not chargeable to gift-tax, shall, 
on or before the 39th day of June of the corresponding assessment 
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year, furnish a return of such gifts in the prescribed form and 
verified in the prescribed manner and setting forth such other 
particulars as may be prescribed. 

(2) Notwithstanding anything contained in any other provi¬ 
sion of this Act, a return which shows the amount of taxable 
gifts below the maximum amount which is not chargeable to 
tax shall be deemed never to have been furnished: 

Provided that this sub-section shall not apply to a return 
furnished in response to a notice under section 16.”; 

(b) sub-section (3) shall be omitted. 

167. For section 14 of the Gift-tax Act, the following section shall be 
substituted, namely: — 


“14. If any person has not furnished a return within the time 
allowed under sub-section (2) of section 13 or by a notice issued 
under clause 0) of sub-section (4) of section 15, or having furnished 
a return discovers any omission or wrong statement therein, he may 
furnish a return or a revised return, as the case may be, at any 
time before the expiry of one year from th e end of the relevant 
assessment year or before the completion of the assessment, which¬ 
ever is earlier: 

Provided that— 

(a) where such return or revised return relates to the asseaa- 
ment year commencing on the 1st day of April, 1987, or any 
|earlier assessment year, it may be furnished at any time up to 
and inclusive of the 31st day of March, 1990 or before the com¬ 
pletion of the assessment, whichever is earlier; 

(b) where such return or revised return relates to the assess¬ 
ment year commencing on the 1st day of April, 1988, it may be 
furnished at any time up to and inclusive of the 31st day of 
March, 1991, or before the completion of the assessment, which¬ 
ever is earlier-”. 

168. In section 14A of the Gift-tax Act,— 

(?) foe clause (a), the following clause shall be substituted, 
namely:— 

"(a) in the case of an individual,— 

({) by the individual himself; 

(if) where he is absent from India, by the individual 
himself or by some person duly authorised by him in this 
behalf; 

(iff) where he is mentally incapacitated from attending 
to his affairs, by his guardian or any other person compe¬ 
tent to act on his behalf; and 

(In) where, for any other reason, it is not possible for 
the individual to sign the return, by any person duly autho¬ 
rised by him In this behalf: 
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Provided that in a case referred to in sub-clause (ii) or 
sub-clause (iv), the person signing the return holds a valid 
power of attorney from the individual to do so, which ihaM. 
be attached to the return;”; 

(ii) to clause (c), the following provisos shall be added, 
namely: — 

“Provided, that where the company is not resident in India, 
the return may be signed and verified by a person who holds a 
valid power o£ attorney from such company to do so, which shall 
be attached to the return:. 

Provided further that,— 

(a) where the company is being wound up, whether 
under the orders of the court or otherwise, or where any 
person has been appointed as the receiver of any asset* of 
the company, the return shall be signed and verified by the 
liquidator referred to in sub-section (1) of section 178 of 
the Income-tax Act; 

(b) where the management of the company has been 
taken over by the Central Government or auy State Gov¬ 
ernment under any law, the return of the company shall be 
signed and verified by the principal officer thereof.”. 

169. After section 14A of the Gift-tax Act, the following section shall 
be inserted, namely:— 


“14B. (1) Where any tax is payable on the basis oi any return 
furnished under section 13 or under section 14 or in response to a 
notice under clause (i) of sub-section (4) of section 15 or under 
section 16, after taking into account the amount of tax, if any, al¬ 
ready paid under any provision of this Act, the assessee shall be 
liable to pay such tax, together with interest payable under any 
provision of this Act for any delay in furnishing the return, before 
furnishing the return and the return shall be accompanied by proof 
of payment of such tax and interest. 

Explanation.—Where the amount paid by the assessee under this 
sub-section falls short of the aggregate of the tax and interest as 
aforesaid, the amount so paid shall first be adjusted towards the 
Interest payable as aforesaid and the balance, if any, shall be adjusted 
towards the tax payable. 

(2) After the regular assessment under section 15 has been made, 
any amount paid under sub-section (1) shall be deemed to have 
been paid towards such regular assessment. 

(3) If any assessee fails to pay the whole or any part of such 
tax or interest or both in accordance with the provisions of sub-sec¬ 
tion (1), he shall, without prejudice to any other consequences which 
he may incur, be deemed to be an assessee in default in respect of 
the tax or interest or both remaining unpaid and all the provisions 
of this Act shall apply accordingly.”. 
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170. For section 15 of the Gift-tax Act, the following section shall 
be substituted, namely:— 


‘15. (1) (a) Where a return has been made under section 13 or 
section 14 or in response to a notice under clause (i) of sub-aection 

w- : 

(i) if any tax or interest is found due on the basis of such 
return after adjustment of any amount paid by way of tax or 
interest, an intimation shall be sent to the assessee specifying th© 
sum so payable, and such intimation shall be deemed to be a 
notice issued under section 31 and all the provisions of this Act 
■hall apply accordingly; and 

(ii) if any refund is due on the basis of such return, it shall 
be granted to the assessee:. 

Provided that in computing the tax or interest payable by, or 
refundable to, the assessee the following adjustments shall be made 
in the taxable gifts declared in the return, namely:— 

(i) any arithmetical errors in the return^ accounts or docu¬ 
ments accompanying it shall be rectified; 

(ii) any exemption or deduction, which, on the basis of the 
information available in such return, accounts or documents, is 
prima facie admissible but which is not claimed or made in the 
return, shall be allowed; 

(Hi) any exemption or deduction claimed or made in the 
return, which, on the basis of the information available in such 
return, accounts or documents, is prima facie inadmissible, shall 
be disallowed; 

(b) Where, as a result of an order made under section 16 or sec¬ 
tion 22 or section 23 or section 24 or section 26 or section 28 or 
section 34 relating to any earlier assessment year and 
passed subsequent to the filing of the return referred to in clause 
(a), there is any variation in the exemption or deduction claimed or 
made In the return, and as a result of which,— 

(i) if any tax or interest is found due, an intimation shall 
be sent to the assessee specifying the sum so payable, and such 
intimation shall be deemed to be a notice of demand issued under 
section 31 and all the provisions of this Act shall apply accord¬ 
ingly; and 

(ii) if any refund is due, it shall be granted to the assessee: 

Provided that an intimation for any tax or interest due under 
this clause shall not be sent after the expiry of four years from the 
end of the financial year in which any such order was passed. 

(2) In a case referred to in sub-section (I), if the Assessing 
OiScer considers it necessary or expedient to ensure that the assessee 
has not omitted te disclose any taxable gift or has not understated 
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the amount or value of any such gift or has not under-paid the tax 
in any manner he shall serve on the assessee a notice requiring him, 
on a date to be specified therein, either to attend at the office of the 
Assessing Officer or to produce, or cause to be produced there, any 
evidence on which the assessee may rely in support of the return: 

Provided that no notice under this sub-section shall be served 
on the assessee after the expiry of the financial year in which the 
return is furnished or on the expiry of six months from the end of the 
month in which the return is furnished, whichever is later. 

(3) On the date specified in the notice issued under sub-section 
(2) or, as soon afterwards as may be, after hearing such evidence as 

the assessee may produce and such other evidence as the Assessing 
Officer may require on specified points, and after taking into account 
all relevant material which he has gathered, the Assessing Officer 
shall, by order in writing, assess the value of taxable gifts made by 
the assessee and determine the sum payable by him on the basis of 
such assessment. 

(4) For the purposes of making an assessment under this Act, 
the Assessing Officer may serve, on any person who has made a re¬ 
turn under section 13 or section 14 or in whose case the time allowed 
under sub-section (1) of section 13 for furnishing the return has 
expired, a notice requiring him, on a date to be specified therein,— 

(i) where such person has not made a return before the end 
of the relevant assessment year, to furnish a return of the taxable 
gifts made by him or of the taxable gifts made by any other 
person in respect of which he is assessable under this Act during 
the previous year, in the prescribed form and verified in the pres¬ 
cribed manner and setting forth such other particul5rs as may 
be prescribed, or 

(ii) to produce or cause to be produced such accounts, re¬ 
cords or other documents as the Asa easing Officer may require. 

(5) If any person— 

(a) fails to make the return required under sub-section (1) 
of section 13 and has not made a return or a revised return under 
section 14, or 

(fa) fails to comply with all the terms of a notice issued 
under sub-section (2) or sub-section (4), 

the Assessing Officer, after taking into account all relevant material 
which he has gathered, shall, after giving such person an oppor¬ 
tunity of being heard, estimate the value of taxable gifts to the 
best of his judgment and determine the sum payable by such per¬ 
son on the basis of such assessment: . 

Provided that such opportunity shall be given by the Assessing 
Officer by serving a notice calling upon the person to show caure, 
on a date and time to be specified in the notice, why the aieess- 
meat should not be completed to the beet of hie judgment; 



THE GAZETTE OF INDIA EXTRAORDINARY 


[Past U— 


IIS 


Amend¬ 
ment ol 
section 
10 . 


Provided further that if shall not be necessary to give such 
opportunity in a case where a notice under sub-section (4) has been 
issued prior to the making of the assessment under this sub-section. 

(6) Notwithstanding anything contained in section 6, for the 
purpose of making an assessment under this Act, the Assessing 
Officer may refer the valuation of such property to the Valuation 
Officer,— i | 

(a) in a case where the value of the property as returned 
is in accordance with the estimate made by a registered valuer, 
if the Assessing Officer is of opinion that the value so returned 
is less than its fair market value; 

(b) in any other case, if the Assessing Officer is of opinion— 

(i) that the fair market value of the property exceeds 
the value of the property as returned by more than such 
percentage of the value of the property as returned or by 
more than such amount as may be prescribed in this behalf; 
or 

(«) that having regard to the nature of the property and 
other relevant circumstances, it is necessary so to do, 

and where any such reference is made, the provisions of sub-sections 
(3), (3), (4), (5) and (6) of section 16A, clauses (ha) and (i) of sub¬ 
section (1) and sub-sections (3A) and (4) of section 23, sub-section 
(5) of section 24, section 34AA, section 35 and section 37 of the 
Wealth-tax Act, 1957, shall, with the necessary modifications, apply 
in relation to such reference as they apply in relation to a reference 
made by the Assessing Officer under sub-section (1) of section 16A 
of that Ac? 

Explanation.—In this jsub-section, “Valuation Officer’’' has the 
same meaning as in clause (r) of section 2 of the Wealth-tax Act, 
1957.’. 

171. In section 16 of the Gift-tax Act,— 

(a) for sub-section (1), the following sub-sections shall be sub¬ 
stituted, namely: — 

“(1) If the Assessing Officer, for reasons to be recorded by 
him in writing, is of the opinion that the taxable gifts in respect 
of which any person is assessable under this Act (whether made 
by him or by any other person) have escaped assessment for any 
assessment year (whether by reason of under-assessment or 
assessment at too low a rate or otherwise), he may, subject to the 
other provisions of this section and section 16A, serve on such 
person a notice requiring him to furnish within such period not 
being less than thirty days, as may be specified in the notice, a 
return in the prescribed form and verified in the prescribed man¬ 
ner, setting forth the taxable gifts made by him or by such other 
person during the previous year mentioned in the notice, in res¬ 
pect of which he is assessable, along with such other particulars 
as may la* required by the notice, and may proceed to assess or 
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re-assess such gifts and also any other taxable gifts in respect of 
which such person is assessable, which have escaped assessment 
and which come to his notice subsequently in the course of the 
proceedings under this section for the assessment year concerned 
(hereafter in this section referred to as the relevant assessment 
year); and the provisions of this Act shall, so far as may be, 
apply as if the return were a return required under section 13: 

Provided that where an assessment under sub-section ( 3 ) 
of section 15 or this section has been made for the relevant 
assessment year, no action shall be taken under this section after 
the expiry of four years from the end of the relevant assess¬ 
ment year, unless any taxable gift chargeable to tax has 
escaped assessment for such assessment year by reason of the 
failure on the part of the assessee to make a return under 
section 13 or section 14 or in response to a notice issued under 
sub-section (4) of section 15 or this section or to disclose fully 
and truly all material facts necessary for his assessment for 
that assessment year. 

Eocplanation .—Production before the Assessing Office r of ac¬ 
count books or other evidence from which material evidence 
could with due diligence have been discovered by the Assessing 
Officer will not necessarily amount to disclosure within the mean¬ 
ing of the foregoing proviso. 

(1A) No notice under sub-section (1) shall he issued for the 
relevant assessment year,— 

(a) in a case where an assessment under sub-section (3) 
of section 15 or sub-section (1) of this section has been 
made for such assessment year,— 

(f) if four years have elapsed from the end of the 
relevant assessment year, unless the case falls under 
sub-clause (ii) or sub-clause (ifi); 

(ii) If four years, but not more than seven years, 
have elapsed from the end of the relevant assessment 
year, unless the value of taxable gifts chargeable to 
tax which have escaped assessment amounts to or is 
likely to amount to rupees fifty thousand or more for 
that year; 

(Hi) if seven years, but not more than ten years, 
have elapsed from the end of the relevant assessment 
year, unless the value of taxable gifts chargeable to 
tax which have escaped assessment amounts to or is 
likely to amount to rupees one lakh or more for that 
year; 

(b) in any other case,— 

(i) if four years have elapsed from the end of the 
relevant assessment year, unless the case falls under 
sub-clause (ii) or sub-clause (iii); 
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(ii) If four years, but not more than seven years, 
have elapsed from the end of the relevant assessment 
year, unless the value of taxable gifts chargeable to 
tax which have escaped assessment amounts to or Is 
likely to amount to rupees twenty-five thousand or 
more for that year; 

(Hi) if seven years, but not more than ten years, 
have elapsed from the end of the relevant assessment 
year, unless the value of taxable gifts chargeable to 
tax which have escaped assessment amounts to or is 
likely to amount to rupees fifty thousand or more for 
that year. I 

Explanation. —For the purposes of sub-section (1) and sub¬ 
section (lA ), the following shall also be deemed to be cases 
where taxable gifts chargeable to tax have escaped assess¬ 
ment, namely: — 

(a) where no return of taxable gifts has been furnished 
by the assessee although the taxable gifts made bv him or 
the taxable gifts made by an v other person in respect of 
which he is assessable under this Act during the previous 
year exceeded the maximum amount which is not charge¬ 
able to gift-tax; 

(b) where a return of taxable gifts has been furnished 
by the assessee but no assessment has been made and it is 
noticed by the Assessing Officer that the assessee has 
understated the amount or value of the taxable gifts or 
has claimed excessive exemption or deduction in the 
return. 

(IB) (a) In a case where an assessment under sub-section 
(3) of section 15 or sub-section (1) of this section has been 
made for the relevant assessment year, no notice shall be issued 
under sub-section (1) except by an Assessing Officer of the 
rank of Assistant Commissioner or Deputy Commissioner: 

Provided that, after the expiry of four years from the end 
of the relevant assessment year, no such notice shall he Issued 
unless the Chief Commissioner or Commissioner is satisfied, on 
the reasons recorded by the Assessing Officer aforesaid, that It 
is a fit case for the issue of such notice. 

(b) Tn a case other than a case falling under clause (a), no 
notice shall be issued under sub-section (I) by an Assessing Offi¬ 
cer, who is below the rank of Deputy Commissioner after the 
expiry of four years from the end of the relevant assessment 
year, unless the Deputy Commissioner is satisfied, on the 
reasons recorded by such Assessing Officer, that it is a fit case 
for the issue of such notice-”; 

(b) in sub-section (2) , the words "or by a court In any proceed¬ 
ings under any other law” shall be added at the end. 



13EC. 1] THE GAZETTE OF INDIA EXTRAORDINARY ill 


172. In section 16A of the Gift-tax Act,— 

(a) for sub-sections (1) and (2), the following sub-sections shall 
be substituted, namely: — 

“(I) No order of assessment shall be made under section 15 
at any time after the expiry of one year from the end of the 
assessment year in which the gifts were first assessable: 

Provided that where the gifts were first assessable in the 
assessment year commencing on the 1st day of Apr il, 1985, or the 
1st day of April, 198$, such assessment may be made on or 
before the 31st day of March, 1990. 

(2) No order of assessment or reassessment shall be made 
under section 16 after the expiry of two years from the end of 
the financial year in which the notice under sub-section (1) of 
that section was served: 

Provided that,— 

(i) where the notice under clause (a) of sub-section 
( 1 ) of section 16 was served during the financial year 
commencing on the 1st day of April, 1085, or the 1st day 
of April, 1986, such assessment or reassessment may be 
completed on or before the 31st day of March, 1990; 

(ii) where the notice under clause (b) of sub-section 
(1) of section 16 relates to the assessment for the assess¬ 
ment year commencing on the 1st day of April, 1986, or the 
1st day of April, 1986, such assessment or reassessment may 
be completed on or before the 31st day of March, 1990, or 
the expiry of two years from the end of the financial year 
in which such notice was served, whichever is later. 

Explanation .—References to section 16 in the proviso shall 
be construed as references to that section as it stood before its 
amendment by the Direct Tax Laws (Amendment) Act, 1987."; 

(b) in sub-section (3),— 

(i) for the words “four years”, the words “two years" shall 
be substituted; 

(ii) the following proviso shall be inserted at thje end, 
namely: — 

“Provided that where the order setting aside or cancel¬ 
ling the assessment was passed during the financial year 
commencing on the 1st day of April, 1985, or the 1st day of 
April, 1986, the order of fresh assessment may be made on or 
before the 31st day of March, 1990.’’. 

173. After section 16A of the Gift-tax Act, the following section shall 
be inserted, namely: — 


‘16B, (1) Where a return of gifts for any assessment year under 
sub-section (1) of section 13 or section 14, or in response to a notice 
under clause (i) of sub-section (4) of section 15, is furnished after the 
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30tn day of June of such year, or is not furnished, the assessee shall 
be liable to pay simple interest at the rate of two per cent, for every 
monht or part of a month comprised in the period commencing of 
the 1st day of July of the assessment year, and,— 

(a) where the return is furnished after the 30th day of June 
ending on the date of furnishing of the return; or 

(b) where no return has been furnished, ending on the date 
of completion of the assessment under sub-section (5) of section 

15, 

oh the amount of tax payable on the taxable gifts as determined 
on regular assessment- 

Explanation 1. —In this sub-section and sub-section (3), “tax 
payable on the taxable gifts as determined on regular assessment” 
shall not include the additional gift-tax, if any, payable under 
section 18B. 

Explanation 2. — Where in relation to an assessment year the 
assessment is made for the first time under section 16, the assess¬ 
ment so made shall be regarded as a regular assessment for the 
purposes of this section. 

(2) Th® interest payable under sub-section (1) shall be reduced 
by the interest, if any, paid under section 14B towards the interest 
chargeable under this section- 

(3) Where the return of gifts for any assessment year, required 
by a notice under sub-section (1) of section 16 Issued after the com¬ 
pletion of an assessment under sub-section (3) or sub-section (5) of 
section 15 or section 16, is furnished after the expiry of the time 
allowed under such notice, or is not furnished, the assessee shall be 
liable to pay simple Interest at the rate of two per cent, for every 
month or part of a month comprised in the period commencing on 
the day Immediately following the expiry of the time allowed as 
aforesaid, and,— 

(a) where the return is furnished after the expiry of the 
time aforesaid, ending on the date of furnishing the return; or 

(b) where no return has been furnished, ending on the date 
of completion of the reassessment under section 16, 

on the amount by which the tax on the taxable gifts determined 
on the basis of such reassessment exceeds the tax on the taxable 
gifts as determined on the basis of the earlier assessment aforesaid- 

Explanation.—In this sub-section, “tax on the taxable gifts 
determined on the basis of the reassessment under section 16 ” shall 
not include the additional gift-tax, if any, payable under section 
18B. 


(4) Where, as a result of an order under section 22 or section 
23 or section 24 or section 26 or section 28 or section 34, the 
amount of tax on which interest was payable under this section. haS 
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been increased or reduced, as the case may be, the interest shall 
be increased or reduced accordingly, and,— 

( i ) in a case where the interest is increased, the Assessing 
Officer shall serve on the assesses a notice of demand in the 
prescribed form specifying the sum payable, and such notice of 
demand shall be deemed to be a notice under section 31 and 
the provisions of this Act shall apply accordingly, and 

(ii) in a case where thie interest is reduced, the excess 
interest paid, if any, shall be refunded. 

(5) The provisions of this section shall apply in respect of 
assessments for the assessment year commencing on thie lit day of 
April, 1989 and subsequent assessment years.’. 

174. For sections 17 and 17A of the Gift-tax Act, the following 
■ections shall be substituted, namely: — 


‘17. (1) If the Assessing Officer, in the course of any proceeding* 

under this Act, is satisfied that any person has failed to comply 
with the notice under sub-section (2) or sub-section (4) of section 
16, the Assessing Officer may, by order in writing, direct that such 
person shall pay, by way of penalty, a sum which shall not be less 
than one thousand rupees but which may extend to twenty-five 
thousand rupees for each such failure: 

Provided that— 

(a) no penalty shall be imposable under this section if 
the person prov|es that there was reasonable cause for the failure 
referred to in this sub-section; 

( b ) no order imposing a penalty under this section shall 
be made— 

(i) by the Income-tax Officer, where the penalty 
exceeds ten thousand rupees; 

(ii) by the Assistant Commissioner, where the penalty 
exceeds twenty thousand rupees, 

except with the prior approval of the Deputy Commissioner. 

(2) No order shall be madie under sub-section (1) unless the 
person concerned has been heard or has been given a reasonable 
opportunity of being heard, 

(3) No order imposing a penalty under sub-section (1) shall 
be passed after the expiry of the financial year in which the pro¬ 
ceedings, in the course of which action for the imposition of penalty 
has been initiated, are completed, or six months from the end «t 
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the month in which action for imposition of penalty is initiated, 
whichever period expires later. 

Explanation —In computing the period of limitation for the 
purposes of this section,— 

(i) the time taken in giving an opportunity to the assesses 
to be re-heard under the proviso to section 38; and 

(ii) any period during which a proceeding under this 
section for the levy of the penalty is stayed by an order or 
injunction of any court, 

shall be excluded. 

17A. ( 1 ) If a person,— 

(a) being legally bound to state the truth of any matter 
touching the subject of his assessment, refuses to answer any 
question put to him by a gift-tax authority in thie exercise of 
his powers under this Act; or 

(b) refuses to sign any statement made by him in the 
course of any proceedings under this Act, which a gift-tax 
authority may legally require him to sign; or 

(c) to whom a summons is issued under sub-section (1) of 
section 36, either to attend to give evidence or produce books of 
account or other documents at a certain place and time, omits 
to attend or produce the books of account or documlents at the 
place and time, 

he shall pay, by way of penalty, a sum which shall not be less than 
five hundred rupees but which may extend to ten thousand rupees 
far each such default or failure: 

Provided that no penalty shall be imposable under clause (c) 
If the person proves that there was reasonable cause for the said 
failure, 

(2) If a person fails to furnish in due time any statement or 
information which such person is bound to furnish to the Assessing 
Officer under section 37, he shall pay, by way of penalty, a sum 
which shall not be less than one hundred rupees but which may 
extend to two hundred rupees for every day during which the 
failure continues: 

Provided that no penalty shall be imposable under this sub¬ 
section if the person proves that there was reasonable cause for the. 
said failure. 

(3) Any penalty imposable under sub-section (1) or sub¬ 
section (2) shall be imposed— 

(a) in a case where the contravention, failure or default in 
respect of which such penalty is imposable occurs in the course 
of any proceeding before a gift-tax authority not lower in rank 
than a Deputy Director or a Deputy Commissioner, by such gift- 
tax authority; 
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(b) in any other case, by the Deputy Director or the Deputy 

Commissioner. 

(4) No order under this section shall be passed by any gilt-tax 
authority referred to in sub-section (3) unless the person on whom 
penalty is proposed to be imposed has been heard or has been given 
a reasonable opportunity of being heard in the matter by such 
authority. 

Explanation .—In this section, “gift-tax authority” includes a 
Director General, Director, Deputy Director, Assistant Director or 
Valuation Officer while exercising the powers vested in a court under 
the Code of Civil Procedure, 1908, when trying a suit in respect of 
the matters specified in sub-section (1) of section 36.’. 

175. In the Gift-tax Act, after section 18A, the following Chapter shall 
be inserted, namely: — 


“CHAPTER IVA 

Charge of additional gift-tax in certain cases 

18B. (1) Where, in the case of any person, the value of taxable 
gifts determined in the regular assessment for any assessment 
year (hereafter in this section referred to as assessed taxable 
gifts) exceeds the value of taxable gifts declared in the return 
of taxable gifts furnished by such person for that assessment 
year (hereafter in this section referred to as returned taxable 
gifts) by any amount, the Assessing Officer shall make an order 
in writing that such person shall, apart from the sum determined'as 
payable by him on the basis of the assessment under section 15, be 
liable to pay, by way of additional gift-tax, in respect of the said 
assessment year, a sum calculated on such excess amount at the 
rate of twenty per cent. 

(2) For the purposes of sub-section ( 1 ),— 

(a) where such person has furnished two or more returns 
of taxable gifts for the same assessment year, the value of 
taxable gifts declared in the return furnished last before the 
service of a notice under sub-section (2) of section 15 on such 
person shall be treated aa the returned taxable gifts; 

(b) where such person fails to furnish the return of taxable 
gifts in resptect of any assessment year and the assessment for 
that year is made under sub-section (5) of section 15, the 
returned taxable gifts shall be taken to be nil ; 

(c) where such person fails to furnish a return of taxable 
gifts for any assessment year under section 13 or section 14, but 
furnishes such return after he is served with a notice under 
section 16, the returned taxable gifts shall be taken to be nil 
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under sub-section ( 1 ) has been increased or reduced, as the case 
may be, the additional gift-tax shall be increased or reduced accord¬ 
ingly, and,— 


(i) in a case where the additional gift-tax is increased, the 
Assessing Officer shall serve on the assessee a notice of demand 
in the prescribed form specifying the sum payable, and such 
notice of demand shall be deemed to be a notice under section 
31 and the provisions of this Act shall apply accordingly; 

(it) .jn a case where the additional gift-tax is reduced, the 
excess amount paid, if any, shall be refunded. 

(4) The Chief Commissioner or Commissioner may, in his dis¬ 
cretion, whether on his own motion or otherwise, waive or reduce 
the amount of additional gift-tax payable under sub-section (1) by 
any person, if he is satisfied that the whole or, as the case may be, 
any part of the excess amount referred to in that sub-Sbction is 
attributable to any amount added or disallowed in computing the 
assessed taxable gifts, as a result of the rejection of any explanation 
(by way of interpretation of any provision of this Act or otherwise) 
offered by such person, If such explanation is bona fide and all the 
facts relating to the same and material to the computation of the 
assessed taxable gifts have been disclosed by him: 

Provided that,— 

(i) where an appeal before the Deputy Commissioner 
(Appeals) or Commissioner (Appeals) or the Appellate Tribunal 
has also been filed by the assessee against the order of assess¬ 
ment, the petition for waiver or reduction of the amount of 
additional gift-tax can be filed by the assessee only after the 
decision on such appeal; 

(ii) the petition for waiver or reduction of the amount of 
additional gift-tax shall be accompanied by a fee of one hundred 
rupees. 

(5) The additional gift-tax payable under this section shall not 
be included in thte amount of tax payable on the taxable gifts as 
determined on regular assessment, for the purposes of section IBB.” 

176 . In section 22 of the Gift-tax Act,— 

(a) in sub-section (1),— 

(i) for clause (d), the following clause shall be substituted, 
namely:— 


“(d) objecting to any penalty imposed by the Asses¬ 
sing Officer under section 17 as it stood immediately 
before the 1st day of April, 1989 or under section 17 as 
amended by the Direct Tax Laws (Amendment) Act, 
1987;”; 


(ii) clause (h) shall be omitted; 
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(b) In sub-section (M), for clauses (b), (c) and (d), the 
following clauses shall be substituted, namely: — 

“(b) objecting to any assessment or order referred to in 
clauses (a) to ( g ) (both inclusive) of sub-section (1), where 
such assessment or order has been made by the Deputy Com¬ 
missioner in exercise of the powers or functions conferred on 
or assigned to him under section 7 or section 10; or 

(c) objecting to any penalty imposed under clause (c) of 
sub-section ( 1 ) of section 17 as it stood immediately before 
the 1st day of April, 1989 in respect of any assessment year 
commencing on the 1st day of April, 1988 or any earlier 
assessment year where such penalty has been imposed with 
the previous approval of the Deputy Commissioner under sub¬ 
section (3) of that section; or 

(d) objecting to any penalty imposed by the Deputy 
Director or the Deputy Commissioner under section 17A; or’’; 

(c) for sub-sections (IB) and (1C), the following sub-section 
shall be substituted, namely: — 

“(IB) Notwithstanding anything contained in sub-section 
(7), the Board or the Director General or the Chief Commis¬ 
sioner or the Commissioner, if so authorised by the Board, may, 
by order in writing, transfer any appeal which is pending before 
a Deputy Commissioner (Appeals) and any matter arising out 
of or connected with such appeal and which is so pending, to the 
Commissioner (Appeals), if the Board or, as the case may be, 
the Director General, the Chief Commissioner or the Commissioner 
(at the request of the appellant or otherwise) is satisfied that it 
is necessary or expedient so to do having regard to the nature 
Of the case, the complexities involved and other relevant consi¬ 
derations and the Commissioner (Appeals) may proceed with 
such appeal or matter from the stage at which it was before it 
was so transferred: 

Provided that the appellant may demand that before pro¬ 
ceeding further with the appeal or matter, the previous proceed¬ 
ing or any part thereof be reopened or that he be reheard.”. 

177 . After section 22 of the Gift-tax Act, the following section shall 
b« inserted, namely: — 


“22A. (1) Where before furnishing a return of taxable gifts 
under sub-section (1) of section 13 or section 14 or sub-section (4) 
of section 15 for any assessment year, any question arises as to 
whether,— . 

(o) any amount is includible or not in computing the 
amount of taxable gifts (hereafter in this section referred to as 
the disputed amount), or 

(b) any exemption or deduction is admissible or not in com¬ 
puting taxable gifts (hereafter in this section referred to as the 
disputed deduction), 
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the assessee shall, after furnishing such return, make an application 
under sub-section (2): 

Provided that the assessee,— 

(i) shall include in such return the disputed amount and 
shall not claim the disputed deduction; and 

(ii) shall also pay thirty per cent, of the tax due on the 
disputed amount and in respect of the amount of disputed 
deduction. 

(2) The application under sub-section (i) may be made within 
thirty days of furnishing the aforesaid return to the Deputy Com¬ 
missioner (Appeals) or, as the case may be, to the Commissioner 
(Appeals). 

(3) For the purpose of disposing of an application under sub¬ 
section (i), the Deputy Commissioner (Appeals) or, as the case may 
be, the Commissioner (Appeals) may— 

(a) conduct such inquiry or call for such books ot account, 
other documents or information which he deems necessary; or 

( b ) direct the Assessing Officer to conduct such inquiry and 
furnish the report thereon, 

and thereafter decide the question raised in the application and pass 
such orders thereon as he thinks fit. 

(4) The provisions relating to filing of appeals under this Act 
shall, so far as may be, apply to the making of an application under 
this section as if such application were an appeal.”. 

178. In section 32 of the Gift-tax Act,— 

(a) in sub-section (I), for the words “thirty-five days”, wher¬ 
ever they occur, the words “thirty days” shall be substituted; 

(b) in sub-section (2),— 

(i) for the words, brackets and figure “fifteen per cent, per 
annum from the day commencing after the end of the period 
mentioned in sub-section (!)’’, the words, brackets and figure 
‘‘one and one-half per cent, for every month or part of a month 
comprised in the period commencing from the day immediately 
following the end of the period mentioned in sub-section (I) 
and ending with the day on which the amount is paid” shall be 
substituted; 

(ii) after the proviso, the following proviso shall be inserted, 
namely: — 

“Provided further that in respect of any period com¬ 
mencing on or before the 31st day of March, 1989 and. end¬ 
ing after that date, such interest shall, in respect of so much 
of such period as falls after that date, be calculated at the 
rate of one and one-half per cent, for every month or part 
of a month.”. 
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179 . In section 33 of the Gift-tax Act,— 

(a) for the words “and to Gift-tax Officer and Commissioner of 
Gift-tax instead of to Income-tax Officer and Commissioner of In¬ 
come-tax’', the words “and to the corresponding gift-tax authorities 

instead of to the income-tax authorities specified therein” shall be 
substituted; 

(b) for Explanation II, the following Explanation shall be sub¬ 
stituted, namely: — 

“Explanation II —The Chief Commissioner or Commissioner 
and the Tax Recovery Officer referred to in the Income-tax Act 
shall be deemed to be the corresponding gift-tax authorities for 
the purpose of recovery of gift-tax and sums imposed by way of 
penalty, fine and interest under this Act.”. 

180. In section 33A of the Gift-tax Act,— 

(i) to sub-section (2), the following proviso shall be added, 
namely: — 

“Provided that where, by the order aforesaid,— 

(a) an assessment is set aside or cancelled and an order of 
fresh assessment is directed to be made, the refund, if any, 
shall become due only on the making of such fresh assess¬ 
ment; 

(b) the assessment is annulled, the refund shall become 
due only of the amount, if any, of the tax paid in excess 
of the tax chargeable on the total income returned by the 
assessee.”; 

(ii) after sub-section (4), the following sub-sections shall be 
inserted, namely: — 

“ (4A) The provisions of sub-sections (3), (3A) and (4) 
shall not apply in respect of any assessment for the assessment 
year commencing on the 1st day of April, 1989, or any subse¬ 
quent assessment year. 

( 4B ) (a) Where, in pursuance of any order passed under 
this Act, the refund of any amount becomes due to the assessee 
he shall, subject to the provisions of this sub-section, be entitled 
to receive, in addition to the said amount, simple interest 
thereon calculated at the rate of one and a half per cent, for 
every month or part of a month comprised in the period or 
periods from the date or, as the case may be, dates of payment 
of the tax or penalty to the date on which the refund is granted. 

Explanation. —For the purposes of this clause, “date of 
payment of the tax or penalty” means the date on and from 
which the amount of tax or penalty specified in the notice of 
demand issued under section 31 is paid in excess of such demand. 

(b) If the proceedings resulting in the refund are delayed 
for reasons attributable to the assessee, whether wholly or in 
part, period of the delay so attributable to him shall be excluded 
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from the period for which interest is payable, and where any 
question arises as to the period to be excluded, it shall be 
decided by the Chief Commissioner or Commissioner whose 
decision thereon shall be final. 

(c) Where, as a result of an order under section 16 or sec¬ 
tion 22 or section 23 or section 24 or section 26 or section 28 
or section 34, the amount on which the interest was pay¬ 
able under clause (a) has been increased or reduced, as the case 
may be, interest shall be increased or reduced accordingly, and, 
in a case where the interest is reduced, the Assessing Officer 
shall serve on the assessee a notice of demand in the prescribed 
form specifying the amount of the excess interest paid and 
requiring him to pay such amount; and such notice of demand 
shall be deemed to be a notice under section 31 and the provi¬ 
sions of this Act shall apply accordingly. 

(d) The provisions of this sub-section shall apply in respect 
of assessments for the assessment year commencing on the I&t 
day of April, 1989, and subsequent assessment years.”. 

181. In section 34 of the Gift-tax Act, in sub-section (1), after clause 
(a), the following clause shall be inserted, namely:— 

“(aa) a gift-tax authority may amend any intimation sent by 
it under sub-section (1) of section 15 or enhance or reduce the 
amount of refund granted by it under that sub-section.”. 

182. In section 36 of the Gift-tax Act,— 

(a) after sub-section (1), the following Bub-section shall be 
inserted, namely: — 

“( 1A ) If the Director General or Director has reason to 
suspect that any gifts chargeable to tax under this Act have 
been concealed, or are likely to be concealed by any person or 
class of persons within his jurisdiction, then, for the purposes 
of making any inquiry or investigation relating thereto it shall 
be competent for him to exercise the powers conferred under 
sub-section (1) on the gift-tax authorities referred to in that 
sub-section, notwithstanding that no proceedings with respect to 
such person or class of persons are pending before him or any 
other gift-tax authority.”; 

(b) sub-section (2) shah be omitted. 

183 . In section 37 of the Gift-tax Act,— 

(a) for the words “Where, for the purposes of determining the 
gift-tax payable by any person, It appears necessary for the Gift-tax 
Officer to obtain any statement or information from any person,” 
the words "Where, for the purposes of this Act, it appears necessary 
for any gift-tax authority to obtain any statement or information 
from any person or banking company,” shall be substituted; 

(b) for the words “the Gift-tax Officer”, in the second and 
third places where they occur, the words “such gift-tax authority” 
shall be substituted. 
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184. In section 45 of the Gift-tax Act— 

(a) for the words “The provisions of this Act 3hall not apply 
to gifts made by”, the words “No tax shall be levied under this Act 
in respect of gifts made by” shall be substituted; 

(b) for clauses (a), (b), (c), (d) and (da), the following 
clauses shall be substituted, namely: — 

“(a) a company in which the public are substantially 
interested; 

(b) any company to an Indian company in a scheme of 
amalgamation;”; 

(c) for clause (e), the following clause shall be substituted, 
namely: — 

“ (e) any institution or fund, which is eligible for the deduc¬ 
tion under section 80F of the Income-tax Act.”; 

(d) for Explanations 1, 2 and 3, the following Explanations shall 
be substituted, namely: — 

' Explanation 1. —For the purposes of clause (b), the term 
“amalgamation” shall have the meaning assigned to it in 
clause (1A) of section 2 of the Income-tax Act. 

Explanation 2. —For the removal of doubts, it is hereby 
declared that the exemption admissible under clause (e) in 
relation to gifts made by an institution or fund referred to in 
that clause shall not be denied merely on either or both of the 
following grounds, namely:— 

(i) that, subsequent to the gift, the institution or fund 
has become ineligible to the deduction under section 80F of 
the Income-tax Act due to non-compliance with any of the 
provisions of that section; 

(ii) that the deduction under section 80F of the Income- 
tax Act is denied to the institution or fund in relation to 
any income arising to it from any investment referred to 
in clause (h) of sub-section (4) of that section where the 
aggregate of the funds invested by it in a concern referred 
to in the said clause ( h ) does not exceed five per pent, of 
the capital of that concern.’. 

185. After section 46A of the Gift-tax Act, the following section shall 
be inserted with effect from the 1st day of April, 1988, namely: — 


“47. (1) If any difficulty arises in giving effect to the provisions 
of this Act as amended by the Direct Tax Laws (Amendment) Act, 
1987, the Central Government may, by order, do anything not incon¬ 
sistent with such provisions for the purpose of removing the 
difficulty: 

Provided that no such order shall be made after the expiration 
of three years from the 1st day of April, 1988. 
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(2) Every order made under sub-section (7) shall be laid before 
each House of Parliament.”. 

186 . The following amendments (being amendments of a consequen¬ 
tial nature) shall be made in the Gift-tax Act with effect from the 1st 
day of April, 1989, namely: — 

(7) in section 19A,— 

(a) in sub-section (4) ,— 

(i) for the words, brackets and figures "a return under 
sub-section (2) of section IS’", the words, brackets and 
figures “a return under sub-section (7) of section 13” shall be 
substituted; 

(ii) for the words, brackets and figures “as if the notice 
were a notice issued under sub-section (2) of section 13”, the 
words, brackets and figures “as if the notice were a notice 
issued under clause (i) of sub-section (4) of section 15” 
shall be substituted; 

(b) in sub-section (6), for the words, brackets and figures 
“sub-section (2) of section 13”, at both the places where they 
occur, the words, brackets and figures “clause (i) of sub¬ 
section (4) of section 15” shall be substituted; 

(2) in section 23, in sub-section (7), after the word and figures 
“section 22”, the words, figures and letter “or section 22A” shall be 
inserted; 

(3) in section 34, in sub-section (7), for clauses (b) , (c), (d) and 
(e), the following clauses shall be substituted, namely:— 

“(b) the Deputy Director or Deputy Commissioner or 
Director or Commissioner or Deputy Commissioner (Appeals) 
or Commissioner (Appeals) may amend any order passed by 
him under section 17A; 

(c) the Deputy Commissioner (Appeals) or Commissioner 
(Appeals) may amend any order passed by him under section 
22 or section 22A; 

(d) the Commissioner may amend any order passed by him 
under section 24; 

(e) the Appellate Tribunal may amend any order passed by 
it under section 23 or section 25.”. 


CHAPTER V 

Amendments to the Companies (Profits) Surtax Act, 1954 

187. In the Companies. (Profits) Surtax. Act,. 1964: (hereafter 7 of 1964. 
in this Chapter referred to as the Surtax Act), save as otherwise expressly 
provided in this Act, and unless the context otherwise requires, references 
to any authority specified in column (1) of the Table below shall be sub¬ 
stituted with effect from the 1st day of April ( 1988 by references to the 



sac. l] 


THZ GAZETTE OF INDIA EXTRAORDINARY 


133 


authority or authorities specified In the corresponding entry In column 
(2) of the said Table, and such consequential changes as the rules of 
grammar may require, shall also be made: 

Table 


( 1 ) 


( 2 ) 


Commissioner 

Chief Commissioner or 



Commissioner 


Inspecting Assistant 

Commissioner 

Deputy Commisuoner 


Income-tax Officer 

Assessing Officer 



188. For section 3 of the Surtax Act, the following section shall be 
substituted, with effect from the 1st day of April, 1988, namely: — 


“3. (I) The income-tax authorities specified in section 110 of 
the Income-tax Act shall be the authorties for the purposes of this 
Act and every such authority shall exercise the powers and perform 
the functions of a tax authority under this Act In respect of any 
company, and for this purpose his jurisdiction under this Act shall 
be the same as he has under the Income-tax Act by virtue of orders 
or directions Issued under section 120 of that Act (including orders 
or directions assigning concurrent jurisdiction) or under any other 
provision of that Act. 

(2) The Board may, from time to time, issue such orders, 
instructions and directions to other tax authorities as It may deem 
fit for the proper administration of this Act, and such authorities 
and all other person® employed in the execution of this Act dtiall 
observe and follow such orders, Instructions and directions of the 
Board: 

Provided that no such orders, instructions or directions shall be 
Issued— 


(a) so as to require any tax authority to make a particular 
assessment or to dispose of a particular case in a particular 
manner; or 

(b) so as to interfere with the discretion of the Commis¬ 
sioner (Appeal) in the exercise of his appellate functktfne.". 

189 . In section 18 of the Surtax Act,— 

(a) for the figures, brackets, letter and word “2 (43B) and 
(44)”, the figures and brackets ‘‘2(44)” shall be substituted; 


Substi¬ 
tution 
of new 
lection 
for 

lection 3. 
Tax 

authori¬ 

ty*. 


Amend¬ 
ment of 
section 
18 . 
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(b) for the figures and letters “118, 125, 125A, 129, 130, 130A", 
the figures “116, 117, 118, 119, 120, 129” shall be substituted with 
affect from the 1st day of April, 1988. 


S. RAMAIAH, 
Secy, to the Govt, of India. 
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